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Abstract 
Using the tools and resources available from the internet, an eight week stock-market 
simulation was conducted to investigate the effects of different trading strategies on principal 
investments. The knowledge gained throughout this project will be helpful for potential investors 
to become more adept in their investments.  
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1 Introduction and Goals 
The purpose of this stock market simulation is to provide a glimpse into how the stock 
market works, and how to effectively trade over the course of 8 weeks. Our methods of research 
will primarily consist of those accessible by the internet due to the rapidly changing markets in 
which we will find ourselves trading. 
The ultimate goal of the simulation is to explore and understand the trends and 
fluctuations of the market. We plan to compare the correlations of various stocks to each other, 
as well as observe influence from external factors in the world. Our hope in tracking these trends 
is to be able to earn more than 4% over eight weeks (3.83% being the current risk free rate). 
To obtain our trading goal of exceeding the risk free rate, we will research stocks to 
optimize our portfolios. Our research will include finding uncorrelated stocks to minimize our 
systematic risk, examining current trends of stocks as well as their longer term history, and 
finding stocks that will benefit from known external factors all of which are explained further in 
“Investment Strategies.” It is important to examine both long term and short term history due to 
the fact that the market cycles, and because the market’s recent trends can be a marker of future 
fluctuations. 
Our group will be divided into four portfolios, with each member designing his own 
investment strategies. We will further begin to analyze the current market state, and analyze our 
stock choices both as we invest and after the simulation is over. Each member of our group will 
use a slightly varying strategy based on how he plans to choose lucrative options. The post-
simulation analysis will shed light onto which strategy proved to be the most effective. 
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1.1 A Brief History of the Stock Market  
The idea of stock markets originated in 1531. Although, the first stock market was run 
very differently than stock markets today, its purpose has remained the same.  It was a 
progression fueled by the business needs of the time that has shaped the stock market to how we 
use and understand it today. This progression started in Belgium and made its latest big step in 
New York City.  
The first stock market emerged in Belgium. It consisted of a group of wealthy brokers 
and lenders that would meet to “deal in business, government and individual debt issues.” There 
were no shares of companies that were traded, instead they used bonds, promissory notes, and 
business-financier partnerships.   
In the 1600’s explorers from Britain, France, and the Netherlands where making trips to 
the East Indies. Since these explorers did not have the funds necessary to cover the expenses of 
their trips, they created companies that investors could invest in for a share of the final profit. 
This made it possible for explores to make their voyages. However, many investors soon found 
out that it was very risky to participate since many of the first voyages were unsuccessful and 
creditors where losing more than their initial investment. This led to London merchants forming 
the first joint-stock company and the well-known “East India Company”. In the East India 
Company, when a voyage ended in failure, the creditor could only legally loose his invested 
amount. Additionally, the East India Company would pay dividends to their shareholders.   
 The East India Company was extremely successful. As with most things that exhibit rapid 
growth, the growth cannot be maintained. The collapse of companies like the East India 
Company is known as the “South Sea Bubble Burst”. During this period, investors trusted any 
investment that was related to Indian Trading. As a result, blind pools emerged that would gather 
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investments for uses unknown to their investors. These companies failed and caused Britain to 
ban stocks for over one-hundred years.  
On May 17th, 1792, the Buttonwood Agreement was signed into effect, and thus, the New 
York Stock & Exchange Board was created. Twenty-four stock brokers from New York City met 
at 68 Wall Street to sign the agreement. At first, five securities were traded, the first of which 
being the Bank of New York. In 1817, the first constitution was drafted, and in 1863, the name 
was changed to its current form, the New York Stock Exchange, or NYSE [5]. 
At the turn of the 20th century, stock trading rose rapidly, and in turn, a new building was 
needed to hold the large trade volume and growing interest of companies trading. With their new 
large, appealing building, located on 18 Broad Street, NYC, the NYSE began to really take off 
[4]. In addition, technological advances only helped the growth of the stock trading history. The 
telegraph and the phone made trading over longer distances very feasible and accessible [4]. In 
turn, stock exchanges all across the country and around the world began to take off as well. With 
all of the garnered interest in stocks, many companies opened up and became publicly traded. 
The stock market became a very lucrative market, holding a lot of weight in the United States’ 
economy, as well as the world’s economy. 
Eventually, the Internet revolutionized the trading market. It provided live price quotes, 
the ability to buy and sell from home, and made finding stock records and history readily 
available to all. Websites now allow for not only regular trading, but simulation trading. Anyone 
today is now able to try to learn the ways of the market and try to manipulate trading [4]. Of 
course, to get the full experience, one would need to be trading with real money, but simulations 
give a great “taste” of the ways of the market. For our project, we will be utilizing Yahoo! 
Finance’s stock simulator.  
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2 Investment Strategies - Research 
There are many ways to invest money to make more money. The biggest and most 
important factors when choosing one investment strategy or method over another are risk and 
reward. Some methods offer nearly zero risk but cannot generate a large profit. Other methods 
have the capability of producing huge returns but also have high levels of risk which means 
money can be lost very quickly. It is up to the investor to choose what level of risk and reward 
are willing to accept. While there are many ways to use money to make more money, below are a 
few methods that will be discussed further in this paper. 
2.1 Low Risk Investments 
2.1.1 Treasury Bills 
 Treasury bills, commonly called “T-Bills”, are a bond purchased from the U.S. 
Government under their face value. The U.S. pays the investor this face value back in a pre-
determined amount of time. Since this investment is backed by the credit of the U.S. treasury it is 
essentially a risk free investment. This may seem ideal, however the returns are extremely low. 
Currently the risk free rate is at 0.02% [1]. This means that a $10000 treasury bill may be sold to 
an investor for $9800. 3 months later the U.S. Treasury pays the investor back the face value of 
$10000, a $200 profit [1]. Treasury Bills are desired because of their lack of risk but they are not 
an extremely profitable investment. 
2.1.2 Certificate of Deposit 
 Like a T-Bill, a Certificate of Deposit (CD) is a low risk, low return investment. A CD is 
essentially an account an investor opens with a bank. The investor places this money in the 
account and cannot touch it until a set date. Depending on how much money is invested, each 
CD comes with a set interest rate, usually around 2 or 3%. CD’s do have a slightly higher risk 
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than T-bills because the bank could always lose the investors’ money. Fortunately for investors, 
the Federal Deposit Insurance Commission, backs up to $250,000 per investor if a bank cannot 
pay the investor back [2]. 
2.2 Higher Risk Strategies 
2.2.1 Long Term Investing in the Stock Market 
 Long term investing in the stock market is one of the most popular ways for investors to 
make money. Essentially, investors purchase shares of public companies through stock 
exchanges such as NASDAQ or the New York Stock Exchange (NYSE). Investors have the goal 
of holding onto these stocks for years. As these companies become more valuable the stock price 
for this company rises and the value of the initial investment rises. Investors can then sell this 
stock for a profit. However, stocks can drop drastically in value and investors can lose their 
entire investments. This is a high risk, high reward method of investment [2]. In order to prevent 
this from happening, investors try to seek out good stocks to invest in by researching individual 
companies business plan, history, and key attributes that will lend themselves to creating a 
profitable company.  
2.2.2 Day Trading 
 Day trading is a relatively new investment strategy for individuals. The internet has given 
individual investors the ability to control their investments in real time and make transactions 
throughout the day. This gives investors the ability to make many transactions in a short amount 
of time and make small quick profits. Day traders rarely own stocks overnight as prices can fall 
overnight but cannot be sold as they begin to drop. Since day traders must make quick decisions 
when purchasing stock day trading is considered a high risk strategy because investors do not 
always know what they are investing in [2]. 
17 
 
2.2.3  Exchange Traded Funds 
 Similar to purchasing a share of ownership in an individual company, an exchange traded 
fund is a representation of a group of companies. By purchasing a one share in an exchange 
traded fund, the investor is purchasing a small portion of each company in the exchange traded 
fund. By spreading this investment out over multiple companies, the investment is more diverse 
than purchasing shares in a single company. Another advantage of exchange traded funds is that 
they are professionally managed by the companies that package them together. Unlike mutual 
funds, Exchange funds can be traded daily like any other stock commodity [3]. 
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3 Influences on the market 
The stock market throughout its entire existence has been a staple in the United States 
economy. Interest rates and the value of the dollar are closely linked to the status of the market. 
The market is very influential to our nation, but occurrences in our world today also hold 
influence over the market. The stock market is very cyclical in nature, and there are an array of 
cycles that tend to help the predictability of the market. Sometimes the cycles hit more extreme 
highs and lows due to outside influences. Times of war, economic scares, and political results all 
have cause and effect relationships on stock prices. This section explores the different cycles and 
the effects of influences on the market. 
3.1 Cycles 
Since markets are cyclical, meaning they go up and peak then go down and bottom, it is 
important to understand cycles to make wise investments. Many times investors fail to recognize 
and end of a current market phase and even experienced investors have a hard time deciding if 
stock prices are at the top or bottom. However, the more knowledge a trader has the more likely 
he will make the right decisions. 
3.1.1 January Effect  
The January Effect is a term that references the tendency for an increase in stock prices 
throughout the month of January. Many people consider this cycle into their trading strategies. 
The main reason for stock prices to rise in January can be traced to what happens in December. 
During December many investors seek to create tax losses by selling their stocks in order to 
offset capital gains. Therefore the market drops in December and picks up pace in January. The 
January Effect is becoming less apparent because many people now have tax-sheltered 
retirement plans. 
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When an investor creates tax losses they sell their stocks that have lost money before they 
pay taxes in order to bring their earnings down. The decrease in taxes helps mitigate the stocks 
that have lost money.  
3.1.2 Presidential Cycle   
The Presidential Cycle coincides with the election of a President every four years. During 
these four years there are trends in the stock market. The most noticeable is the market will 
generally reach a high during the first year and hit its low in the second year.  This is an 
important cycle for long term investors because the cycle takes years to complete and the last 
rebound in this cycle averaged at a 50% increase in stock value, making it lucrative. 
3.1.3 Seasonal Cycles  
There are seasonal cycles in the stock market. However, these cycles mostly pertain to 
certain types of companies. These companies are usually retailers for special occasion gifts. For 
example Christmas, Valentine’s Day, Mother’s Day, Father’s Day, and high school graduations 
all create a demand for gifts. The most popular time for gift giving is in the spring. Traders will 
often invest in companies such as those who sell flowers, diamonds, and baked goods.   
3.1.4 17.6-Year Wealth Cycle  
The 17.6 year cycle refers to the market being flat for 17 to 18 years and then increasing 
for the next 17 to 18 years. The graph below shows evidence of this in the Dow Jones Industrial 
Average from 1900 to Present.  
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Figure 3.1 The 17.6-Year Cycle example (Source: Investopedia) 
3.1.5 Halloween Indicator  
“Sell in May and then walk away.” The Halloween strategy is based on the history of 
stocks performing better from October 31st to May 1st. The basis of this cycle is actually a 
seasonal cycle in which stocks increase in value over the winter months. 
3.2 Recessions & Depressions   
3.2.1 The Great Recession (2008-2009)  
The Great Recession was a global recession started in December of 2007. It lasted 20 
months which is longer than 16 month average for recessions. The cause for this recession was 
the deflation of the U.S. and European housing bubble. In turn, large companies that had 
invested in these markets began to fail. 
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3.2.2 Savings and Loan Crisis (1980s & 1990s)  
The S&L Crisis occurred when financial scandals in politics and savings and loan 
associations emerged. These scandals allowed the S&L banks to make risky investments, namely 
commercial real estate and junk bonds. The insurance company who was insuring these 
investments, Federal Savings and Loan Insurance Corporation, tanked and as a result, 747 S&L 
associations closed down and a government bailout had to pay off the risky investments. 
3.2.3 Black Monday (1987)  
The stock market on Black Monday, October 19, 1987, dramatically dropped value in a 
short time. The Dow Jones lost 22% on this day. Most major exchanges lost more than 20% by 
the end of the month. The cause of Black Monday can’t be attributed to any world event and is 
believed to have been caused by panic selling. 
3.2.4 The Great Depression (1930s)  
The Great Depression was caused by the collapse of the United States’ Stock Market and 
began on October 29th 1929, now called Black Tuesday. The finical decline spread around the 
world for ten year until the market gained momentum again. 50% of banks closed and 
unemployment rose to 25%. The Great Depression was the longest, most widespread, and 
deepest depression of the 20th century. 
3.3 Bull Markets 
A Bull market is a term for rapid growth in the stock market while a bear market means 
stock prices are declining. The following chart shows the Bull Markets or upturns in the 
economy.  
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Figure 3.2 Bull markets – Organized by Date and Magnitude of increase in economy 
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4 Simulation 1: Eliot Wave Theory 
Simulation 1 will be given $10,000 to invest over the course of eight weeks. 
Commissions for each trade will be $1.00. Google finance will be used to simulate present stock 
prices. Trades will be made regularly with particular attention to Elliot Wave Theory but other 
methods will also be used. There will be trades in at least 10 different companies over the course 
of this eight week simulation. Unlike simulations 2 and 4, stocks will be chosen more from trend 
following without as much background research on the company. Stocks will be held for varying 
lengths of time depending on their performance. Results from trading will be reported in a table 
every week with summaries that include reasons for the trades.  
This simulation will be run using the methods of short term swing trading and some day 
trading. Stocks will be examined using technical analysis methods such as bar charts, to identify 
profitable trends in stocks.  
The following chart is an example of Pepsi Co.’s price over the week of 9/9/2013 
 
Figure 4.1 Pepsi Trend Example 
The simple moving average in red has been applied to make the trend clearer. If this trend 
was identified mid-week, a nice profit could have been made. On Monday morning Pepsi opened 
at 79.4, Friday Pepsi closed at 80.20, a 1% increase. This may seem insignificant, but if $5000 
was invested over these 5 days the profit would be $50.  
In addition to identifying trending stocks it will be equally critical to identify when a 
trend is coming to an end. When an uptrend ends the stock must be sold when it is still at a high. 
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To determine when an uptrend is ending I will use Elliot Wave Theory. Elliot wave theory states 
that a stock trending upward will experience two separate consolidation periods during the 
uptrend. A consolidation is a short downtrend that occurs in the middle of an uptrend. After these 
consolidation periods have occurred a downtrend will be coming soon. Once this third 
downtrend starts the uptrend is over and the stock must be sold. In the figure below Illinois Tool 
Works (ITW) is shown over the month of September 2013. "A" marks the end of a downtrend, 
"B" marks the beginning of an uptrend, and "C" marks the first consolidation period. Since this 
stock bounced back from the first consolidation period it could be bought since the uptrend 
should continue through another consolidation period before going back into a down trend. 
 
Figure 4.2 Wave Theory Example 
Of course trends can end and prices can fall drastically. In order to protect the investment 
from this risk, a low benchmark must be set at which point the stock will be sold and the 
investment abandoned. For the purpose of this simulation the low benchmark will be set at 3% 
below the original purchase price.  
This method will require daily research and close monitoring of all purchased stocks. 
Although the time invested will be less than an actual day trader who must monitor their 
portfolio during the entire day, the portfolio will be reviewed daily. This method does come with 
a high amount of risk but it will be a test of simple technical analysis.  
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4.1 Progression of Trading 
4.1.1 Week 1  
Sarepta Therapeutics (SRPT) 
 75 shares in Sarepta Therapeutics (SRPT) were purchased today at 47.34 ($3551.50). The 
stock has been on a strong uptrend for the past two days. The set back at the end of the previous 
day followed by another uptrend is an indication of an uptrend. The current price of 47.34 is an 
all-time high for the company so there is some concern that the stock may not grow too much 
more. However, I am confident that a small profit can be made here. 
 
Figure 4.3 SRPT Chart 9/23/13 
Elbit Systems (ESLT) 
70 Shares in Elbit Systems LTD (ESLT) were also purchased today at 51.65 ($3616.50). 
The stock has seen slow but constant growth over the last few weeks and appears to be breaking 
out into a stronger growth period. The price of 51.65 is a 2 year high for this company. This new 
growth may be fueled by a new government contract.  
 
Figure 4.4 ESLT Chart 9/23/13 
September 25, 2013 
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Oasis Petroleum (OAS) 
 Today an Investment was placed in Oasis Petroleum (OAS). 70 shares were bought at 
48.25 (3378.5). Of the stocks I have found so far this investment is particularly noteworthy. 
While this stock is also at a new high, it has posted new all-time highs for consecutive months 
and this month a new sharper uptrend has begun. It appears that strong growth may be ahead for 
OAS. 
 
Figure 4.5 OAS Chart 9/25/13 
Week 1 Summary 
At Friday’s end the value of the portfolio was $10,109. I failed to sell some stocks at the 
appropriate time and because of this some potential money was lost. I have chosen to sell all 
shares in TQNT and ESLT at Fridays end because of a lack of confidence in their recent 
performance. Leaving this money invested over the weekend seems like a risk to my portfolio. 
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Table 4.1 Simulation 1 Week 1 Trading Results 
4.1.2 Week 2 
Monday September 30, 2013 
Comcast Corporation (CMCSA) 
 Over the past three weeks the Comcast Corporation has seen some growth, a 
consolidation period around the 25th, and then a new uptrend has resumed. This stock appears to 
now be in wave 3 of an uptrend. Wave 3 is the most powerful uptrend and it seems plausible that 
wave 3 is beginning due to the sharp rise over the last few days. As for the stocks past, it has 
been at this price a year ago so this is not necessarily a purchase at a low. All growth from this 
point on will be a high point for this company. Despite the fact that this stock is being purchased 
at relative high, Elliot wave theory suggests that growth is very possible. 50 shares were 
purchased at 45.17 (2259.50).   
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Figure 4.6 CMCSA Chart 9/30/13 
Wednesday October 2nd, 2013 
Mellanox Technologies (MLNX) 
 While this chart is not a perfect representation of an uptrend according to Elliot Wave 
Theory it does have the periodic growth that is the target of this simulation. A breakout wave 
occurred on September 30th and another breakout wave occurred at the end of the October 1st and 
resumed the morning of the 2nd. A small consolidation period may have occurred in between 
these two uptrends but it may also have been a regular ranging period. Due to this uncertainty a 
lesser amount was placed in this stock than other investment. 30 shares were bought at 40.61 
($1219.30).  
 
Figure 4.7 MLNX Chart 10/2/13 
Week 2 Summary 
At last weeks end it seemed that money lost by holding onto stocks after trends had 
ended. The SRPT trade, shown below, ended up as being not very profitable but if it was still 
owned at this point it would be worth around $350 more than the principal investment. Now, it is 
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clear that the stocks purchased will need more time to grow than was expected initially. This 
week I have chosen to hold onto all my stocks through the weekend. Early next week I will 
evaluate my stocks again. As it stands now my portfolio’s value is $10,295. 
 
Figure 4.8 SRPT Chart 10/4/13 
 
 
Table 4.2 Simulation 1 Week 2 Trading Results 
4.1.3 Week 3 
October 7, 2013 
Pharmacylics Inc. (PCYC) 
Today, all current holdings were re-evaluated. It was immediately clear that PCYC is not 
a trending stock. As part of Elliot wave theory, consolidation periods should never be greater 
than 100% of the initial uptrend. While Thursday seemed a little disappointing Friday had the 
appearance of an emerging trend. However, this morning’s down trend was a clear indication 
Bought 
Current Value 
Sold 
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that no uptrend is occurring. This has been the most disappointing trade thus far in the 
simulation. $100 was lost because of this move.  
 
Figure 4.9 PCYC Chart 10/7/13 
  
October 11th, 2013 
Whiting Petroleum Corp. (WLL) 
 The most profitable stock through this portion of the simulation has been Oasis 
Petroleum (OAS). $3378 was invested OAS 11 business days ago. Since then this investment has 
returned 10.2% ($344). Since OAS has seen much success it is plausible that a competitor may 
also be experiencing similar success. This is a risky strategy since it is leading to a less diverse 
portfolio but if monitored carefully losses can be avoided. Usually portfolios like to have a 
correlation value of 0 since this decreases risk. However, in a short term simulation like this the 
investment will not be subject the same potential losses as an investment held for years. The 
Chart below compares WLL to OAS over the last 4 months. It is immediately clear these stocks 
have a strong correlation. Both are influenced by the market for petroleum products. Therefore it 
is expected that WLL will experience growth similar to OAS. 
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Figure 4.10 WLL&OAS Comparison 10/11/13 
Week 3 Summary 
This week started out very poorly as the portfolio’s value dropped by nearly $500. As 
news of the government shutdown possibly coming to an end, stock prices surged and the 
portfolio made up $350 of the lost value in the last two days of the week. As it stands now, the 
portfolio has lost $150 since last weeks end. Based on how this week ended there is still plenty 
of confidence in the current holdings. One thing that must be watched out for is the possibility of 
the U.S. government defaulting on its debts. If it looks like this will happen on October 17th all 
current investments will be sold and shares will be purchased at a lower price. 
 
Table 4.3 Simulation 1 Week 3 Trading Results 
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4.1.4 Week 4 
October 16, 2013 
Pioneer Natural Resources (PXD) 
 This stock does not have the classic wave pattern that Elliot Wave theory depicts, 
however it handled the government shutdown very well signaling stability at the current price. It 
also has been growing over the last few months but is now beginning to pick up more pace. Even 
though it may have been caused by the government shutdown, the small dip in October may be a 
consolidation period. This would mean that wave 3, the strongest wave, is beginning to form. If 
this is true, the next few days should show growth of at least 2% a day. There is some 
uncertainty in this stock so 4 shares will be bought at 211.25 for a value of $846. 
 
Figure 4.11 PXD Chart 10/16/13 
Week 4 Summary 
 This week turned out exceptionally well for my portfolio which led to a low amount of 
trades this week. The overall value of my portfolio increased by $616 this week, a 6% increase 
from last week’s final value. All of my current holdings experienced growth. OAS continued to 
grow faster than any other investment and has returned 17.5% of the initial investment for a 
value of $591. Boston Beer Co. (SAM) also had a great week and rose 7.6% this week alone. 
PXD did have a good week as the research above indicated and returned 6.36%. While all stocks 
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saw growth this week CMCSA and WLL did not grow as much as desired (2.13% and 3.6% 
respectively). These investments will be reviewed early in week 5 and possibly sold if 
performance does not pick up. 
 
Table 4.4 Simulation 1 Week 4 Trading Results 
4.1.5 Week 5 
Comcast (CMCSA) was sold this week as it appears to be going through more of a 
ranging period, alternating between gains and losses. CMCSA’s return was not very 
encouraging, over three weeks the total return was just over percent. In an effort to build more of 
a return I have chosen to spread this money over the following two companies and increase 
diversification. 
Solar City Corp (SCTY) 
Solar City Corp (SCTY) designs and manufactures solar panels for residential and 
commercial uses. Recently it has acquired another renewable energy company. Also, the 
companies chairman is the very successful Elon Musk. Elon Musk is known for the very 
successful creation of PayPal and more recently Musk is seeing success with Tesla Motor Corp.   
In addition to these intrinsic qualities SCTY has been on a nice trend in the past few days. This is 
not the ideal pattern described by Elliot wave theory but growth is expected. 
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Figure 4.12 SCTY Chart 10/21 
Autobytel (ABTYL) 
Autobytel Inc. (ABTYL) is a company that markets and sells cars through the internet. 
Over the past month it has rallied and increases by 13%. In addition to this long term growth 
ABTYL has begun to show new life while at this local high. I do not project as much long term 
growth for this stock as SCTY but the trend does suggest short term growth. 
 
Figure 4.13 ABTYL Chart 10/21 
Week Summary 
This week was not at all what was expected. It seems that after last week’s continuous 
rally the market settled during a consolidation period. The NASDAQ only grew by 18 points 
(0.5%) this week between close on the 18th and 25th. This led a drop in my portfolios value by 
about $350. In the middle of the week it seemed that almost $700 would be lost. Fortunately, 
there was some recovery after the NASDAQ’s low on Wednesday. Going into week 6 there is 
news that the Federal Reserve will be releasing more money to keep interest rates low. This 
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should mean that the NASDAQ and my portfolio will see good growth. Early in the week I will 
look to recover money lost on the some trades and once money is recovered moves can be made  
to secure faster growing stocks. 
 
4.1.6 Week 6 
Last week’s investments in SCTY and ABTL proved to be very disappointing as they 
both reached -4% and had to be sold per the original rules of this simulation. Through six weeks 
of this simulation one lesson has become very clear. That lesson is that when the market is not 
performing well many investments will lead to a loss. As the U.S. treasury resumed its stimulus 
this week it was expected that the market would have a great week. However, the NASDAQ 
continued to fall due to news that economy was not growing as fast as expected.  
3M (MMM) 
This research has led me to choose to invest in 3M (MMM). This chart depicts 3M’s 
relationship to the NASDAQ. This shows a few things. The first thing is that for most part 3M 
does correlate with the NASDAQ. But what is interesting is that when the NASDAQ is down 
3M does not experience as big of a loss. This is shown around the 9th of October. Secondly, 3M 
has had some gains when the NASDAQ has been neutral over the past few weeks. According to 
this recent history I would say that 3M has the markings of a less risky investment going into this 
week. Even is the NASDAQ has a bad week I would expect 3M to take a small loss. Given my 
Table 4.5 Simulation 1 Week 5 Trading Results 
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recent losses I have chosen to hold the remainder of my cash going into Monday as I am still 
speculative as to what direction the market is headed in. 
 
Figure 4.14 Comparison chart of MMM and Nasdaq 
 
 
Table 4.6 Simulation 1 Week 6 Trading Results 
Week 6 Summary  
 Another $260 was lost this week and it is very clear that my portfolio is heading in a bad 
direction over the last few weeks. For this reason I have chosen to be more cautious and hold 
some cash going into next week. It is clear that some rethinking must be done in my approach to 
trades and the methods I am using to research trades. 
 
Date Symbol Buy/Sell Shares Price
Net 
Cost/Proceeds Profit/Loss Total Cash Total Profits
Week 6 10.35
28-Oct ABTL Sell 141 8.68 1222.88 -54.17 1233.23 -55.67
30-Oct SAM Sell 8 248.87 1989.96 121.04 3223.19 65.37
31-Oct MMM Buy 10 125.55 1256.5 1966.69
1-Nov SCTY Sell 20 56.23 1123.6 -72.2 3090.29
10,242.66Total Assets
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4.1.7 Week 7 
First Solar (FSLR) 
Due to my last few weeks of very disappointing negative returns I have chosen to return 
to Elliot Wave Theory Analysis which has proved useful. First Solar has seen about 50% growth 
from October 7th to now, November 4th. This is a lot of growth in a short amount of time. The 
promising thing about this stock is that this growth has only occurred during the first uptrend 
period which occurred from October 9th to October 24th. This was followed by a consolidation 
period and then an immediate rise in stock prices. The second uptrend has begun and should see 
growth that I hope will be at least 10%. My concerns for this trade are that following such strong 
growth the stock will not have much more room to grow. However, further research of this stock 
shows that its all-time high was 311 points in 2008, about 5 times its current value. So the 
concern of growth room may be completely un-warranted given this company’s history. This 
trade may be more of an all or nothing trade. It will either be a home run or a loss. 
 
Figure 4.15 First Solar Chart for 10/07-11/04 
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Week 7 Summary  
 Despite all efforts this week still resulted in a loss. There is promise though because 
Friday the 8th resulted in a gain of $287 hopefully this type of performance will continue into 
Monday. One stock that continues to perplex me is Oasis Petroleum (OAS). It seems that 3 
weeks ago I missed the opportune selling point when OAS was valued at 57 points. This week it 
is valued at only 51. This drop has cost about $420 in lost cash. So far in this simulation this may 
have been my worst decision yet. This mistake clearly shows that choosing when to sell a stock 
is equally important to choosing what stocks to buy and when to buy them. If this simulation was 
to be conducted again I word modify my method by possibly using a metric like a simple moving 
average or exponential moving average to determine when a stock should be sold. 
 
Table 4.7 Simulation 1 Week 7 Trading Results 
4.1.8 Week 8 
Week 8 
Waste Management (WM) 
In this final week I focused on finding stocks that were on short term uptrends for the 
brief period I would own them. This was the case with Waste Management. Not shown in this 
chart is the fact that WM has been on a consistent uptrend for the past month. As the reader will 
see the trend between the 13th and the 14th is very steep. Since I am looking for short term growth 
Date Symbol Buy/Sell Shares Price
Net 
Cost/Proceeds Profit/Loss Total Cash Total Profits
Week 7 3090.29 -6.83
4-Nov NFLX Buy 5 333.6 1669 1421.29
4-Nov NFLX Sell 3 332.85 997.55 -3.85 2418.84 -10.68
4-Nov TSLA Buy 8 168.45 1348.6 1070.24
4-Nov FSLR Buy 17 61.87 1052.79 17.45
5-Nov TSLA Sell 8 172.12 1375.96 27.36 1393.41 16.68
6-Nov MMM Buy 10 127.12 1272.2 121.21
10,144.29$ Total Assets
39 
 
this is a nice trend to bet one. Since there is no sign of the month long uptrend slowing down this 
is not a very risky strategy. Either this sharp growth will continue or it will slow down to the 
more reasonable month long trend.  
 
Figure 4.16 Waste Management Chart 11/8-11/14 
Weekly Summary 
This week turned out to be my first profitable week in the last three weeks. By focusing 
on more short term trends I was not involved in the decision making process of when to sell 
stocks because the simulation ended at the end of the week anyway. By not having to determine 
when to sell stocks and focusing on short term trends I found more success. If the simulation was 
to continue I would certainly consider altering my strategy to be somewhat similar to this week 
with a process for evaluating the timeframe of individual trends.  
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Table 4.8 Simulation 1 Week 8 Trading Results 
4.2 Results 
While this simulation started off as showing some success the second four weeks were 
drastically different. This is made very evident by the chart displayed below. 
 
Figure 4.17Simulation 1 Weekly Return Percentage 
The second half of the simulation included three consecutive weeks of negative returns 
(weeks 5, 6 and 7). To analyze what happened during this period that had such a negative effect 
on the portfolio the holdings of these weeks must be reviewed.  
Date Symbol Buy/Sell Shares Price
Net 
Cost/Proceeds Profit/Loss Total Cash Total Profits
Week 8 121.21$  
11-Nov OAS Sell 70 51.5 3604 225.5 3725.21 242.18
13-Nov WLL Sell 22 65.66 1443.52 11.64 5168.73 253.82
13-Nov PXD Sell 4 193.9 774.6 -71.4 5943.33 182.42
13-Nov TARO Buy 40 88.67 3547.8 2395.53
14-Nov WM Buy 53 44.85 2378.05 17.48
15-Nov MMM Sell 20 129.85 2597 69.3 2614.48 252.72
15-Nov NFLX Sell 2 349.76 699.52 32.92 3314 286.64
15-Nov TARO Sell 40 88.66 3546.4 -0.4 6860.4 287.24
15-Nov WM Sell 53 45.21 2396.13 19.08 9256.53 307.32
15-Nov FSLR Sell 17 64.19 1091.23 39.44 10347.76 347.76
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This period included three sales resulting in a loss and only two were significant. The 
trades of ABTL and SCTY lost 4% and 6% of their initial investments respectively. These trades 
were particularly disappointing because these losses were experienced after being held for just 1 
week meaning these stocks decreased rapidly and held onto longer than they should have been. 
These two trades are responsible for a large portion of the -3.4% return that occurred on week 5. 
If these were the only very detrimental sales made during this period than the remaining losses 
must be from stocks being held onto that lost money and were not sold at the proper time. 
This is certainly true as the following stocks were not sold at the proper time: OAS, 
SAM, PXD, WLL. The following chart displays the stocks high price during the time it was held 
and the price it was sold at as well as the money lost because of this mistake. 
 
 
Table 4.9 Simulation 1 Missed Sell Points 
Clearly one of the weak points of this trading method is the lack of a metric or other 
indicator of when to sell a stock. This simulation profited a total of $347 but this profit could 
have nearly tripled if these 4 stocks were sold nearer to their highs. As noted earlier in the 
simulation, the value of OAS declined dramatically over these few weeks and holding onto it 
was likely the biggest mistake made in this simulation. This certainly would have bolstered the 
strength of this simulation. 
Selecting which stocks to buy was not as much of a problem in this simulation as 12 of 
the 20 sales made were for profit (60%). This is not as discouraging as it seems since randomly 
Symbol High Price Sold At Dollars Lost 
OAS 56.72 51.5 365.4
WLL 69.75 65.66 89.98
PXD 224.95 193.9 124.2
SAM 259.25 248.87 83.04
662.62Total Lost
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selecting stock would likely result in a 50% or less success rate. These 12 sales led to a total 
profit of $760.73. The other side of that means the 8 trades for losses that were made resulted in 
a loss of $412.97. The average profitable trade resulted in a gain of $63.39 while the average 
trade for a loss resulted in -$51.62. By limiting losses by 50% or selling losing stocks sooner the 
simulation could have saved another $206.48   
Overall, the two biggest things that could be improved in this simulation are selling 
stocks closer to their highs, and limiting losses sooner rather than later. The biggest is obviously 
selling closer to a stocks high as this led to a loss of $662.62 while stocks that were sold for a 
loss only cost the portfolio $412.97. It is very easy to see how this would add up to a nice profit 
relatively quickly if corrected. As for what separated the beginning of the simulation from the 
end, by holding onto stocks for multiple weeks the issue of selling stocks at appropriate times 
was exposed. The huge loss of OAS potential profit occurred over 4 weeks. It would be very 
strange for a stock to hit such a high and dive down in one week without being sold. As for Elliot 
Wave Theory itself, it has proven that it can be used to find profitable investments however it 
must be used with other methods to determine when stocks must be sold.  
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5 Simulation 2: Trend Based Trading of a Diversified Portfolio 
This simulation will use the trading strategy based on long and short term trends of a 
diversified portfolio. This will require more background research in the stock's company than 
simulations 1 and 3 because this simulation will deal with long term investments. The trades will 
be less frequent in this simulation, but selected stock’s momentum will be closely followed. It 
will consist of an active and diverse portfolio, large enough to attempt to trade opportunely. This 
simulation will receive $10,000 for this eight week simulations. Commissions are $1.00 per 
trade. After every week, trading activity will be reported in a table and a summary will be 
provided that explains why trades were made. 
With our simulations being over such a short period of time, my trading strategy will 
have to be very efficient. I plan to have a well-diversified portfolio, comprised of multiple types 
of stocks. There will be blue chip, low risk, lower reward stocks, to keep during the entire 
duration of the simulation, as well as riskier stocks to day trade. I will research what stocks 
perform well at this time of year, with changing seasons and the holidays approaching. Eight 
weeks doesn't give much time, so that’s why I need to find the right stocks for the right time. 
The key to a well-diversified portfolio is finding uncorrelated stocks. Having a portfolio 
that can perform well is key, and a diversified portfolio can do well even when one or two stocks 
are underperforming. Stocks that are very positively correlated run the risk of all failing, and 
stocks that are very negatively correlated can lead to no gains. As a portfolio is diversified, the 
risk in the portfolio will lower, without compromising expected return. 
For the long term stocks, I will simply follow the large companies that constantly 
perform year after year. Since these stocks are often much more expensive, I plan to evaluate 
them at weeks end to see if they are worth keeping for the rest of the simulation. However, 
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should they lose more than 5%, I will sell and cut losses early. I plan to make investments in 
General Electric, Yahoo!, and Raytheon for the duration of the simulation. General Electric is a 
great example of a stock that has a lower risk and return, and is in fact the longest standing 
member of the Dow Jones Index. I don’t plan to make many transactions day by day with 
General Electric, but by keeping it for the entire simulation, I expect a positive return. Yahoo! is 
currently working with a giant Chinese corporation, Alibaba, holding 24% stake in Alibaba’s 
initial public offering expected before the year’s end. Raytheon is expanding its international 
market and is expected to grow as well. Both of these stocks are appealing to keep for the entire 
simulation.  
Finding stocks that perform well for the season will be very important in such a short 
amount of time to invest. We will be running our simulation during the times that companies 
start to roll out holiday sales and start to produce extra goods for the season's sales. I will 
hopefully take advantage of it, investing in various department stores and manufacturers of 
clothing/cosmetics. Of course I won't be putting all my eggs in one basket here, so I will properly 
research these companies and be sure to find other stocks to keep in the portfolio, should the 
seasonal stocks underperform. 
Day by day, my strategy will be to examine recent trends and to find stocks hitting an 
upward swing. Since I will be buying and selling throughout the week I plan to just scalp the 
stocks should they make good profit during the day. For stocks performing poorly, I will set a 
floor of a loss of 3%. Careful monitoring of these stocks is essential, to make sure they do not 
slip to low, and to sell when they still have upward inertia. 
I plan to explore these day to day companies based on various catalysts that will affect 
their price. I will follow these stocks by keeping them in the portfolio, but not necessarily having 
45 
 
money invested in them. Examples of stocks I will follow and momentum trade are upstart car 
company Tesla Motors, and internet giant Amazon. Both stocks are undergoing significant 
growth, to the point that it seems risky to keep money in. Buying and short selling these stocks 
based off news and predictions is how I plan to maximize my performance. Tesla has been 
dealing with both successful expansion of their product in some markets, as well as turmoil with 
battery issues and even a car spontaneously combusting over the summer. Amazon should in 
general continue growth, but it is likely that it will taper off. Going into the holiday season it 
should do well, but I will follow it very closely because a stock as large as Amazon could yield 
high returns.  
5.1 Progression of Trading 
 
5.1.1 Week 1 
General Electric (GE) 
General Electric has a strong correlation to the market as a whole, often experiencing 
higher highs, since it’s not an average. It appears seasonally independent looking at its five year 
history. The general trend of the market going into the final fiscal quarter of the year appears to 
be positive, so long term GE should return a good profit. 40 shares were bought at $24.22. 
 
Figure 5.1 Growth of GE (Blue) against S&P 500 and the Dow 
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Burberry Limited (BBYYF)  
Burberry Limited tends to do well into the holiday season, especially later on in the 
season closer to Christmas. This clothes manufacturing company is popular worldwide and has a 
reasonable beta of 1.44. Hopefully the reward will pay for the risk. 
McDonald’s Corporation (MCD)  
20 shares of McDonald’s were bought and sold today. In the past four years the stock has 
gone up between September and November, after a small dip in price. The stock has been down 
5% since April, but has seen success since its most recent dividend. The previous Friday, the 
divergence of the MACD reached 0, indicating the prices may fluctuate soon, making it an 
appealing purchase. At the end of the day, the divergence reached 0 again, after a successful day. 
So I sold all 20 shares for a mere two dollar profit. 
Amazon (AMZN)  
Amazon has been experiencing unbelievably substantial growth, 31.12% on the year, 
over 20% over the summer. I don’t expect them to keep this up throughout the simulation. On 
this day I scalped $16.42 off of buying and selling 6 shares. 
 
Figure 5.2 Growth of Amazon Apr. 22 - Sep. 22, 2013 
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Walmart (WMT) 
Trading Walmart today was simply observing its momentum for the day and trying to 
catch a quick profit. The morning was successful and news reported that they were reworking 
their marketing strategy for the holiday season. After reading they were about to hire 4.5% more 
staff for the holidays, I sold the stock. In the following weeks it was down 6% but is coming 
back up. 
Yahoo! (YHOO) 
Yahoo! currently holds 24% stake in Alibaba, in anticipation for Alibaba’s initial IPO. 
Alibaba is a Chinese Internet giant that handled over $170 billion in sales in 2012. It is currently 
valued at $120 billion and is looking to make an initial public offering by the end of the year. 
Yahoo! has partnered with Alibaba with Chinese Email accounts, news, and searching. With a 
substantial stake in a promising company I decided to grab 30 shares of Yahoo! 
Raytheon (RTN)  
With upcoming conflict looming in Syria, RTN looked very appealing. It is a 
government/military company specializing in manufacturing weapons. At first in this simulation, 
we did not expect to have commission charges on sales, so I sold RTN after seeing it wasn’t 
going anywhere or predicted to do so.   
Tesla Motors Inc. (TSLA)  
Over the summer Tesla experienced 53.24% growth. Similarly to Amazon, I decided to buy but 
very carefully. Keeping track of the MACD and EMA, I invested 6, 10, and 8 shares as the week 
progressed. At the end of the week I sold all 24 for a $60 dollar profit. 
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Table 5.1 Simulation 2 Week 1 Trading Results 
 
5.1.2 Weeks 2 & 3 
Yahoo! (YHOO)  
Yahoo! had already experienced great growth as the market opened for the week. I 
wanted to keep money in it since there was no reason for it to fall. It was being classified as a hot 
stock according to Equity Observer. Due to its low beta of only .87, I assumed it was safe to keep 
money in Yahoo, but selling 12 of my 30 shares for $22.12 profit seemed like a reasonable thing 
to do. 
Macy’s (M) 
With the looming holiday I looked into retail stores. Macy’s proved to be the most 
consistent long term investment for the duration of autumn according to its history. 
Date Symbol buy/Sell Shares Price
Net 
Cost/Proceeds Profit/Loss Total Cash Total Profits
Week 1
23-Sep 10000
MCD buy 20 97.24 1945.80 8054.2
MCD sell 20 97.44 1947.80 2.00$           10002 2.00$               
GE buy 40 24.22 969.80 9032.2
AMZN buy 6 309.65 1858.90 7173.3
AMZN sell 6 312.72 1875.32 16.42$         9048.62 18.42$             
BBRYF buy 10 26.13 262.30 8786.32
WMT buy 10 76.20 763.00 8023.32
WMT sell 10 76.41 763.10 0.10$           8786.42 18.52$             
24-Sep YHOO buy 30 31.43 943.90 7842.52
TSLA buy 6 182.31 1094.86 6747.66
RTN buy 10 78.89 789.90 5957.76
25-Sep AMZN buy 6 316.24 1898.44 4059.32
TSLA buy 10 183.12 1832.2 2227.12
26-Sep AMZN sell 6 317.58 1904.48 6.04$           4131.60 24.56$             
RTN sell 10 79.05 789.50 (0.40)$         4921.10 24.16$             
TSLA buy 8 186.06 1489.48 3431.62
TSLA sell 24 186.55 4476.2 59.66$         7907.82 83.82$             
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eBay (EBAY)  
eBay was a grave mistake on my part in hindsight. I initially invested 448.44 on 8 shares. 
On October 4th, I missed an important trigger that resulted in quite a loss the following week. 
Interestingly enough it was recommended to be bought on the 7th, but still fell from 55.58 to 
52.12 in three days. I held onto all my shares and on Wednesday the 9th the reverse occurred, but 
unfortunately did not completely recover.  
 
Figure 5.3 Notice the Red and Blue line intersection on the 4th and the 9th 
 
United Technologies (UTX)  
United Technologies showed strong dividend growth in recent history. 
 
Figure 5.4 Value of Dividend for UTX from 1995-2013 
 
As a competitor to GE it seemed reasonable to invest in to possibly counteract any substantial 
fluctuation.  I purchased just 2 shares keep in the market and judge if it was worthwhile. 
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Figure 5.5 UTX over the past year. The red and green lines are recommended put and call thresholds for the stock 
 
McDonald’s (MCD)  
McDonald’s fell a bit since I last traded it, but a recent menu expansion was just 
announced. In a time where more people will be out shopping and going to the mall in the 
ensuing weeks, it seems like a wise investment. Eight shares were bought at $96.58 a share. 
Tesla Motors Inc. (TSLA) 
I learned the hard way with Tesla, as InTheMoneyStocks.com reports, TSLA was being 
inflated by fund managers to make it appear to perform even better than it already did [7]. 
Investors were trying to make it seem like an even better investment leading up to the end of the 
quarter for maximum profit their way. I fell into the trap of its growth not realizing the 
consequences of holding on too long. I ended up selling it a day late and losing $22.06 on just 
one share. 
October 7th, 2013 
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After the market was done short selling TSLA, I reinvested, and also purchased 10 shares 
of RTN. 
 
 
 
Table 5.2 Simulation 2 Week's 2 and 3 Trading Results 
 
5.1.3 Week 4 
Government Debt Ceiling: 
With the looming threat of defaulting on the U.S. debt due to the shutdown, I pulled a 
few stocks out of the market. TSLA reaped a $47.80 profit, making up for its severe drop in 
week 2. I sold Macy’s as well with $5.80, with risk of the dollar being weakened, retail sail 
would take a hit. EBay never fully recovered after its large loss two weeks prior, and UTX had a 
dip in its share price as I held it. 
 
Date Symbol buy/Sell Shares Price
Net 
Cost/Proceeds Profit/Loss Total Cash Total Profits
Week 2
30-Sep YHOO sell 12 33.39 399.68 22.12$         8307.50 105.94$          
M buy 12 43.02 517.24 7790.26
EBAY buy 8 55.93 448.44 7341.82
UTX buy 2 108.86 218.72 7123.10
TSLA buy 1 193.27 194.27 6928.83
MCD buy 8 96.58 773.64 6155.19
3-Oct TSLA sell 1 173.21 172.21 (22.06)$       6327.40 83.88$             
Week 3
7-Oct RTN buy 10 75.39 754.90 5572.50
TSLA buy 10 180.27 1803.70 3768.80
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Figure 5.6 DJI, SPY, and IXIC for the week 
 
Aftermath: Thursday, October 17th, 2013 
An agreement was reached and I approached the market with confidence. I purchased 10 
shares of AMZN and 10 of TSLA. AMZN seemed like a good purchase since the value of the 
dollar did not take a hit from the shutdown as some had predicted, so people would be willing to 
spend.  
Raytheon (RTN)  
I purchased 10 more shares of Raytheon after observing success over the previous week. 
Additionally, they signed a new missile contact with the government, reached a deal with the 
Navy to produce missile defense radars, and they are looking to negotiate sales to select foreign 
countries (with the United States approval) to expand their business in the future. These factors, 
for the duration of the simulation look to be good indicators of growth. 
Molson Coors Brewing Company (TAP)  
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Coors has reached a local peak every single Halloween for the past four years. I see no 
reason that this stock will not be up at that time again this year. The NFL is a very strong 
advertiser of Coors’ product, as well as playoff baseball. Ratings on a nightly basis are very high 
so solid revenue should be ensuing. 
 
Figure 5.7 TAP stock over the course of 4 years, Halloween is circled for reference 
 
 
 
Table 5.3 Simulation 2 Week 4 Trading Results 
 
5.1.4 Week 5 
Tesla Motors Inc. (TSLA): 
 Tesla had a successful end of the week in the previous week but dropped incredibly on 
Monday morning. According to seekingalpha.com, Tesla’s pricing of its cars is causing its stock 
Date Symbol buy/Sell Shares Price
Net 
Cost/Proceeds Profit/Loss Total Cash Total Profits
Week 4
16-Oct RTN buy 10 76.16 762.60 3006.20
TSLA sell 10 185.25 1851.5 47.80$         4857.70 131.68$          
M sell 12 43.67 523.04 5.80$           5380.74 137.48$          
EBAY sell 8 53.66 428.28 (20.16)$       5809.02 117.32$          
UTX sell 2 106.43 211.86 (6.86)$         6020.88 110.46$          
TAP buy 10 51.79 518.9 5501.98
17-Oct AMZN buy 10 309.04 3091.4 2410.58
TSLA buy 10 183.03 1831.3 579.28
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to tank, and rated TSLA as a sell. Since the quarter started it has been down. I sold 20 shares 
short at what I sold my 10 shares at, losing $63.90 in the process. It continued to drop for the 
next couple days, but its third quarter report was predicted to stabilize its price for the remainder 
of the year. Because of this I had to buy to cover Wednesday, making a $254.00 profit. 
Amazon (AMZN): 
 Amazon took off after the government resumed duties. Although Amazon decided to 
increase its minimum sale to qualify for free shipping from $25, to $35 dollars. This could affect 
business both adversely and positively, meaning people will have to spend more to get free 
shipping, but they also may be inclined to buy cheaper items singularly on competitors like 
eBay, or just go to a store. I didn’t want to risk a drop, so I sold all 10 shares for a profit of 
$196.90.  
Twenty-First Century Fox (FOXA): 
 With playoff baseball in large markets like Boston and St. Louis, ratings will spike for 
Fox in the coming weeks. Advertising will be plentiful and profitable during the period, so I’m 
buying 20 shares at 34.21, expecting a good return as the series progresses. Fox also now shows 
Saturday college football games and maintains its presence in the NFL market. In the past three 
years, FOXA has had local success during playoff baseball. 
Yahoo! (YHOO): 
  Talks of Alibaba’s IPO are heating up even more. Yahoo!’s 24% stake is creating 
success for the stock price. However, Yahoo! is fluctuating through October after a stellar 
September. On Monday and Wednesday I purchased 32 and 50 shares respectively, to have an 
even 100 shares. 
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Figure 5.8 Yahoo! stock price for the past 3 months 
 
 
 
 
Table 5.4 Simulation 2 Week 5 Trading Results 
 
5.1.5 Week 6 
EBay Inc. (EBAY): 
 With an expected upturn in the market following Halloween, eBay is an appealing stock. 
It has been in a slump lately and has been very cyclical during the course of the past year. In 
recent years the stock has not performed in any particular fashion at this time of year. Its average 
price target is $62.14, well above its opening price of $51.91.  
Macy’s (M): 
Date Symbol buy/Sell Shares Price
Net 
Cost/Proceeds Profit/Loss Total Cash Total Profits
Week 5
21-Oct TSLA sell 10 176.84 1767.40 (63.90)$       2346.68 46.56$             
AMZN sell 10 328.93 3288.30 196.90$      5634.98 243.46$          
FOXA buy 20 34.21 685.20 4949.78
YHOO buy 32 33.43 1070.76 3879.02
TSLA sell short 20 176.84 3535.80 7414.82
23-Oct TSLA buy to cover 20 164.04 3281.80 254.00$      4133.02 497.46$          
YHOO buy 50 33.94 1698.00 2435.02
56 
 
 I’m looking for Macy’s to benefit from both the Halloween Indicator as well as the 
seasonal increase in revenue. Of the past 5 years, only 2009 showed a decrease in stock price 
though the month of November. Macy’s is a very old, solidified company, and is very consistent. 
Macy’s is introducing a “buy 1 & we’ll give 1” campaign in which they donate a coat whenever 
one is bought. It will be capped at 30,000 coats, but it is bringing positive publicity, and sales in 
many departments of 25% off. Holiday sales should start to pick up with these promotions. 
Twenty-First Century FOX (FOXA): 
 With the end of the World Series, I immediately sold FOX. It was actually a good 
decision, as the stock fell from $34.82 to $33.91 on Wednesday. 
Molson Coors Brewing (TAP): 
 Coors after Halloween does not generally perform well in years past, despite a strong 
lead up. To avoid any inflation in the price I sold it immediately as well. 
Raytheon (RTN): 
 Raytheon has been hot lately for the same reasons I bought it in the first place. Their 
international sales have bolstered its revenue and the stock price is doing well. It is tapering off 
though, its profit is down 2.8%, but that was during the budget cuts. Their overseas growth is 
taking off and is forecasted to increase in that department. They have looked to efficiently cut 
costs in the past quarter. There are troops being withdrawn in Iraq and it has led to less federal 
funding as a result of lower revenue in the U.S. Army sensor programs. Other competing 
contractors are doing very well currently, with the number one and number two reporting 
increased profits.  
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Table 5.5 Simulation 2 Week 6 Trading Results 
 
5.1.6 Week 7 
General Electric (GE): 
 General Electric has been showed excellent growth through the month of October, after a 
tougher August and shaky September. General Electric has been increasing its global outreach by 
expanding internationally. Expansion to China and Australia, in particular, has shown excellent 
success recently. GE this week performed essentially the same as the Dow Jones Industrial 
Average, but with more volatility. It ended up outperforming the .DJI. I expect GE to continue its 
steady growth for quite a while, particularly for the remainder of the simulation. 
 
Figure 5.9 DJI plotted with GE 
Date Symbol buy/Sell Shares Price
Net 
Cost/Proceeds Profit/Loss Total Cash Total Profits
Week 6
28-Oct EBAY buy 10 51.74 518.40 1916.62
M buy 10 45.35 454.50 1462.12
30-Oct FOXA sell 20 34.76 694.20 9.00$           2156.32 506.46$          
31-Oct TAP sell 10 54.43 543.30 24.40$         2180.72 530.86$          
RTN buy 20 81.94 1639.8 540.92
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Figure 5.10 GE growth Aug.-Oct 
 
Tesla Motors Inc. (TSLA): 
 
 Tesla has been steadily declining since the quarter reports. It was predicted to grow back 
to where it was at before, up around the high 180’s. However, another battery fire was a big hit 
to publicity and in turn the stock price. More and more are growing skeptical of the vehicle’s 
safety, but sales continue to expand. I opted to short sell and at first the stock price increased 
quite a bit. It raised almost ten points after I sold 50 shares short. Thankfully, it took a big hit 
Wednesday, and I was able to buy to cover when the stock was down almost 30 points.  
Twitter (TWTR): 
 Twitter has been expected to make an initial public offering for a little while now, and it 
has been much anticipated by investors. It did not disappoint during its opening. It was expected 
to open around $26 dollars a share, which it listed in its IPO. It actually ended up officially 
opening at $45.10, 57% higher than expected. It ended up having the highest valuation of any 
tech sector stock in history.  
59 
 
The first trade came at 10:49am Thursday, and I bought 40 shares at 10:50am. They were 
bought at $46 dollars a share, and I continued in real time following the stock. The volume was 
expectedly high, so I purely bought and sold based off of momentum. The price tapered and 
began to fall, so I pulled the trigger and sold all the shares at 48.89. It was a quick profit of 
$113.60, and the Twitter closed the day at 44.90. 
Macy’s (M): 
 I put more faith in Macy’s this week based off recent success and the fact that malls and 
outlets will all be starting Christmas sales/specials soon, with most stores to be rolling out the 
deals after Veteran’s Day. 
 
 
 
Table 5.6 Simulation 2 Week 7 Trading Results 
 
5.1.7 Week 8 
BlackBerry Ltd. (BBRY): 
 There have been talks of breaking up BlackBerry as a company, possibly selling bits and 
pieces of the company to competitors like Apple, Microsoft, and Lenovo. The company has 
debated a break up, but decided costs would be too high to go through the entire process. Its 
stock value is now showing signs of concern, since its liabilities are growing and its assets are in 
mainly network assets and devices. A one billion dollar note was issued to BlackBerry in hopes 
Date Symbol buy/Sell Shares Price
Net 
Cost/Proceeds Profit/Loss Total Cash Total Profits
Week 7
4-Nov TSLA sell short 50.00 167.53 8377.50 8918.42
GE buy 60.00 26.42 1586.20 7332.22
7-Nov M buy 20.00 46.18 924.60 6407.62
TWTR buy 40.00 46.00 1841.00 4566.62
TWTR sell 40.00 48.89 1954.60 113.60$      6521.22 644.46$          
TSLA buy to cover 50.00 139.10 6955.00 1,422.50$   -433.78 2,066.96$       
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of recovery, but looking at how this stock has been performing during the situation, short selling 
while the company is in this mess seems most logical. 
Amazon (AMZN):  
 Amazon recently reached an agreement with the USPS to handle shipping on Sundays for 
Amazon orders. Paired with increasing their minimum shipping price, Amazon Prime is 
becoming a more enticing deal for buyers. There were fifteen million new Prime memberships 
created in the 3rd quarter alone, and many more are expected this quarter with increasing 
incentives. 
SONY (SNE):  
 Sony is preparing to launch its flagship gaming system, the PlayStation 4. The 
PlayStation 3’s launch did not have positive effects on the stock price, largely due to the success 
of the previously released Xbox 360. The sales of the more expensive PS3 were not great, but it 
did have longevity over the course of its sales history. The PS4 is in a much more desirable 
position. It is launching before Microsoft’s Xbox One, which has been the victim of a lot of 
criticism by gamers. Importantly, it is priced more affordably than the Xbox, and if history 
repeats itself I look for a great release of the PS4 and Sony’s stock price should reflect that. 
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Table 5.7 Simulation 2 Week 8 Trading Results 
 
 
5.2  Results  
Throughout the course of the simulation my portfolio grew from the initial $10,000, to 
$13,786.44, a gain of 37.96%. This growth of course, was much higher than any major index, 
and was almost tenfold the goal growth of the risk free rate, 3.84%. My success came from 
progression as a trader throughout the simulation. In the beginning I would only buy a few shares 
of stocks and keep a lot of cash on hand. Eventually, I realized that to really start making money, 
I would have to introduce more risk, and buy more shares of stocks. During my timid trading 
period, my portfolio grew about $1,000 dollars, or 10%. The other $3,000 came in the final two 
weeks. 
I attribute a great deal of the later success also to the Halloween Indicator. It took until 
after Halloween for McDonalds to return to the price I originally bought it at, after a month long 
slump. Macy’s consistently grew day by day as holiday sales started rolling out. One of the main 
reasons for the large spike in the portfolio’s gain is simply staying on top of research of stocks in 
Date Symbol buy/Sell Shares Price
Net 
Cost/Proceeds Profit/Loss Total Cash Total Profits
Week 8
11-Nov BBRY sell short 300.00 6.62 1985.00 1548.22
AMZN buy 20.00 351.52 7031.40 -5483.18
SNE buy 100.00 16.65 1666.00 -7149.18
YHOO buy 200.00 33.54 6709.00 -13858.18
14-Nov MCD sell 8.00 97.50 779.00 5.36$           -13079.18 2,069.32$       
BBRYF sell 10.00 23.98 238.80 (23.50)$       -12840.38 2,045.82$       
EBAY sell 10.00 52.23 521.30 2.90$           -12319.08 2,048.72$       
M sell 30.00 50.91 1526.30 147.20$      -10792.78 2,195.92$       
GE sell 100.00 27.20 2719.00 163.00$      -8073.78 2,358.92$       
AMZN sell 20.00 367.40 7347.00 315.60$      -726.78 2,674.52$       
BBRY buy to cover 300.00 6.47 1942.00 43.00$         -2668.78 2,717.52$       
YHOO sell 300.00 35.47 10640.00 618.02$      7971.22 3,335.54$       
SNE sell 100.00 18.65 1864.00 198.00$      9835.22 3,533.54$       
RTN sell 40.00 85.28 3410.20 252.90$      13245.42 3,786.44$       
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the portfolio. I took advantage of situations such as Twitter’s initial public offering, the release 
of Sony’s PlayStation console, or FOX and the coverage of the World Series.  
 
 
Figure 5.11 Overall portfolio performance for the entire simulation 
 
Numerical Analysis 
 When evaluating a portfolio’s performance, an important measure is the Treynor 
Measure.  
(Rate of Return – Risk Free Rate) 
Beta 
 
This simulation had a Treynor value of .48, which is expectedly high due to the high 
return rate of the portfolio. The weighted portfolio beta, based off percentage of return as 
weighting, is .59. This drives the Treynor value up as well because it is the denominator of the 
equation. The weighted portfolio beta is also significantly lower than the average beta of .96. 
This comes from the diversification of correlation of the portfolio. Though the portfolio only 
consisted of four sectors, stocks within the sectors did not follow a strong correlation. This can 
be seen in the technology sector. United Technologies and Raytheon had a strong positive 
correlation in the beginning, but it became weaker as the simulation progressed. 
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Figure 5.12 United Technologies Vs. Raytheon Returns 
Success also came from careful selection of stocks and amounts to invest in each. As the 
simulation progressed, investment amounts increased and more risk incurred. Keeping the 
systematic risk low is important, since the return increases as you increase non-systematic risk in 
pricing models. 
Optimal Trading 
 Timing was key to the success of my portfolio. Even over the course of 8 weeks, some 
stocks had whirlwind movements. Take Tesla Motors for example: 
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Figure 5.13 Tesla Motors Overview 
Tesla had times of prosper but had a couple significant circumstances that affected the 
stock price. Before the close of the third quarter, the stock was soaring from inflation. Optimally, 
I would not have held on to Tesla Motors overnight into the fourth quarter. The price plummeted 
after their financial reports were found to violate the Generally Accepted Accounting Principles. 
Ultimately, the largest percentage of return came from short selling Tesla. It was a lot of risk 
though, due to Tesla’s high standard deviation of returns due to their short lifespan as a motor 
vehicle company. 
Keeping up to date on a company’s news was essential in timing of purchasing or selling. 
Stocks usually perform consistently from year to year, but so much of it depends on what is 
occurring in today’s world. Raytheon and Yahoo! both enjoyed predictable success for the 
duration of the simulation, both relating to international affairs like expansion and investing. As 
unpredictable as the market may be, finding indicators of stock growth is essential in investing.  
Tesla Yahoo AMZN RTN Sony GE Macy’s TWTR MCD EBAY 
1695.00 640.14 534.96 252.50 198.00 163.00 153.00 113.60 7.36 -20.16 
 
Figure 5.14 Table of Returns 
  
65 
 
6 Simulation 3: Market Movers 
Simulation 3 will be given $10,000 for the eight week simulation, however short selling 
and buying to cover is allowed. Unlike simulations 2 and 4, this simulation will be focused on 
short term investments only. The main theory that will be followed in this simulation is 
momentum trading. These investments will usually last a couple of hours. All stocks are sold 
before the weekend. Commissions on trades will be $1.00. Results for each week will be 
reported in a table and reasons for trades will be summarized. 
The trading strategy in this portfolio will be heavily dominated by what is commonly 
referred to as “momentum trading.” The process of momentum trading simply involves day-
trading investors to identify and then capitalize on intra-day momentum shifts in the market due 
to a variety of reasons. These reasons could involve the news of companies, or market-wide 
events such as recession or collapse. Investopedia accredits Dr. Alexander Elder with the first 
attempt at a market analysis tool used in momentum trading. The impulse system, as it is called 
is a combination of the exponential market average (EMA) which is a type of moving average 
that is similar to a simple moving average, except that more weight is given to the latest data, and 
a moving average convergence and divergence histogram (MACD), which is a trend-following 
momentum indicator that shows the relationship between two moving averages of prices.  
Through intra-day momentum trading, this portfolio expects the greatest amount of 
variance throughout the eight week simulation. As a baseline for comparison, at the current rate 
of 3.81% the risk free rate on the initial investment of $10000 dollars will be compared with the 
final portfolio’s results.  
This method of trading requires much less research and analysis on fundamentals of a 
company, and therefore requires a much greater and more rigorous set of mathematical analysis 
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tools. The reader therefore will find less company research below this introduction, and more 
analysis of the overall market, and each individual stock’s EMA and MACD. Due to the 
riskiness of losing the principal investment, much firmer bounds on when to purchase and sell as 
stock must be adhered to. This portfolio will invest in a stock when the market and stock are 
showing a strong growth (>5%) and sell when more than 3% of the initial investment is lost.  
The time required for trading on this portfolio greatly exceeds that of a long-term 
investment portfolio and requires that no money be invested in stock by the close of the markets 
at 4:30 Eastern Time. There will be at least 5 investments made each day based on top-
performing companies at market’s open, noontime, and close.  
The below figure depicts a histogram of an example stock with the identified “buy zone” 
with momentum identified. 
 
Figure 6.1 Buy Zone Example 
 
6.1 Progression of Trading 
6.1.1 Week 1 
After the first week’s trading, some important lessons were learned on my part. The 
problem with trading momentum is that if at any point there isn’t what’s called a “stop loss” sell 
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order put in, then the stock will end up losing you money. After the first day, I was down over 
$400. So there was some significant strategy revision. The new plan is to look at market futures 
before the market opens. If a stock has significant gains or losses posted overnight (> 1-2% of 
stock price,) then the stock will be bought or sold short. During the day, any stock with greater 
than 5% gains will be purchased and held onto until significant losses are posted (equal to that of 
the principal investment.) As stated in my trading strategy, this first week’s trading has no 
significant correlation to any particular trend except those stocks making gains or losses. After 
week one, I was +$68 from the beginning balance. 
 
6.1.2 Week 2 
After week two, the revised trading strategy worked quite well. Most stocks that were 
selected we sold within the hour, and the average R.O.I was above 1%. This week, stocks were 
selected by trend pre-market. Those that were trading below their closing price by about 1% I 
sold short, and those that we’re above by about 1% I bought and sold at the first sign of loss. In 
total, I selected about 10 stocks to trade this week. I do not recommend doing this as it is very 
time consuming to manage all of these stocks each day. This seemed to work out for me though, 
as I have now $11,400 at the end of week two. Next week’s adjustments will include keeping 
stocks for longer, and limiting my ability to sell short to the amount of money that I have. I plan 
to keep stocks for longer because I want to see what the intra-day fluctuation rate is, and whether 
or not that creates enough momentum for me to leverage against the stock…either up or down. 
The reason why I need to limit the amount I sell short buy is to minimize losses. If a bet that I 
made goes poorly, I owe a lot more than if I had just been within my means, or not made the bet 
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at all. Therefore, if I plan to short sell again in the future, I can only use the amount of money 
available to me. 
 
Figure 6.2 Week Two Portfolio Performance 
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Date Symbol Type Shares  Price  Net Cost  Total Profit Total Cost
30-Sep-13 DRYS Sell Short 300 $3.64 $1,092.00 $11,148.54
30-Sep-13 DRYS Buy to Cover 300 $3.36 ($1,008.00) $84.00 $10,140.54
30-Sep-13 HIMX Sell Short 300 $9.72 $2,916.00 $13,056.54
30-Sep-13 HIMX Buy to Cover 300 $9.44 ($2,832.00) $84.00 $10,224.54
30-Sep-13 CERN Buy 100 $52.60 ($5,260.00) $4,964.54
30-Sep-13 CERN Sell 100 $51.60 $5,160.00 ($100.00) $10,124.54
1-Oct-13 MYGN Buy 200 $23.50 ($4,700.00) $5,424.54
1-Oct-13 MYGN Sell 200 $26.30 $5,260.00 $560.00 $10,684.54
1-Oct-13 GOGO Sell Short 300 $17.77 $5,331.00 $16,015.54
1-Oct-13 GOGO Buy to Cover 300 $17.55 ($5,265.00) $66.00 $10,750.54
1-Oct-13 ANGI Sell Short 300 $22.49 $6,747.00 $17,497.54
1-Oct-13 ANGI Buy to Cover 300 $22.40 ($6,720.00) $27.00 $10,777.54
2-Oct-13 SHLD Sell Short 500 $63.76 $31,870.00 $42,647.54
2-Oct-13 SHLD Buy to Cover 500 $63.46 ($31,740.00) $130.00 $10,907.54
2-Oct-13 CREE Sell Short 500 $69.76 $34,870.00 $45,777.54
2-Oct-13 CREE Buy to Cover 500 $68.67 ($34,345.00) $525.00 $11,432.54
3-Oct-13 VVUS Buy 500 $10.19 ($5,105.00) $6,327.54
3-Oct-13 VVUS Sell 500 $11.04 $5,510.00 $405.00 $11,837.54
3-Oct-13 DISH Buy 100 $47.98 ($4,808.00) $7,029.54
3-Oct-13 DISH Sell 100 $48.05 $4,795.00 ($13.00) $11,824.54
 Total $11,824.54  
Table 6.1 Simulation 3 Week 2 Trading Results 
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6.1.3 Week 3 
This week was slower than last week. This was due in part to the negative trend in the 
overall stock market as the reader can see by the chart below. 
 
 
Figure 6.3 The Stock Market Averages 10/07-10/11 
 
As the reader will note by this diagram, until about Thursday, the market was tough to be in. 
Negative trends in most sectors were affected by what our group seemed to note was a direct 
result of the government shutdown. But as the reader will also note, I was able to still able to 
make a profit by my portfolio below. By reducing the amount of time that stocks are invested in 
(down to mere minutes,) I was able to have a greater control over the amount of money that I 
knew I would end up with. This is in part why even in a bear market economy, short-term 
investors are able to turn a profit. Rather than try to manipulate the time variable as I stated I 
would last week, I instead paid attention to warning signs in the stocks themselves. It was easier 
for me to maximize profits in this way. These warning signs indicated downward trends in the 
market, and the stock in specific that lead me to believe that it was not smart to continue the 
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investment in the stock. This week, I also reduced the amount of stocks I managed at one time to 
six. This was much easier and I still managed to make a sound profit.  
Date Symbol Buy/Sell Shares  Price  Net Cost Net Profit /LossTotal Cost Total Profit
7-Oct-13 OUTR Buy 200 57.10$   (11,430.00)$  406.54$         
7-Oct-13 OUTR Sell 200 62.70$   12,530.00$    1,100.00$   $12,936.54 1,100.00$   
7-Oct-13 MNKD Buy 100 5.38$     (548.00)$        $12,388.54
7-Oct-13 MNKD Sell 100 5.33$     523.00$          (25.00)$       $12,911.54 1,075.00$   
11-Oct-13 MNKD Buy 300 5.22$     (1,567.00)$    $11,344.54
11-Oct-13 MNKD Sell 300 5.15$     1,544.00$      (23.00)$       $12,888.54 1,052.00$   
9-Oct-13 WWWW Sell Short 300 28.81$   8,642.00$      $21,530.54
9-Oct-13 WWWW Buy to Cover 300 28.47$   (8,542.00)$    100.00$       $12,988.54 1,152.00$   
9-Oct-13 ACAD Buy 200 23.30$   (4,661.00)$    $8,327.54
9-Oct-13 ACAD Sell 200 23.12$   4,624.00$      (37.00)$       $12,951.54 1,115.00$   
9-Oct-13 NPSP Buy 200 31.21$   (6,243.00)$    $6,708.54
9-Oct-13 NPSP Sell 200 31.29$   6,258.00$      15.00$         $12,966.54 1,130.00$   
11-Oct-13 IGTE Buy 200 30.59$   (6,119.00)$    $6,847.54
11-Oct-13 IGTE Sell 200 31.93$   6,385.00$      266.00$       $13,232.54 1,396.00$   
 Total $13,232.54  
Table 6.2 Simulation 3 Week 3 Trading Results 
 
6.1.4 Week 4 
This week, like last week, was also tougher to be in for the longer term investor. Celldex 
Therapeutics (NASDAQ: CLDX,) Halozyme Therapeautics (NASDAQ: HALO.) SolarCity 
Corporation (NASDAQ: SCTY,) and Vivus Incorporated (NASDAQ: VVUS) were the stocks I 
traded this week. Each of these stocks showed significant pre-market gains (or losses,) which 
qualified them for my portfolio. I was able to leverage these very quick gains at the beginning of 
the day to create overall portfolio growth. Next week I will experiment with the amount of time 
that short term momentum investments can be sustained with variable times between 1-day down 
to 1-minute.  
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Date Symbol Buy/Sell Shares Price Net Cost Net Profit /LossTotal Cost Total Profit
14-Oct-13 CLDX Sell Short 500 27.22$    13,609.00$        26,841.54$     
14-Oct-13 CLDX Buy to Cover 500 26.00$    (13,001.00)$       608.00$        $13,840.54 608.00$        
14-Oct-13 SCTY Buy 200 47.18$    (9,437.00)$         $4,403.54
14-Oct-13 SCTY Sell 200 47.49$    9,497.00$          60.00$          $13,900.54 668.00$        
17-Oct-13 SCTY Buy 150 52.38$    (7,858.00)$         $6,042.54
17-Oct-13 SCTY Sell 150 55.10$    8,265.00$          407.00$        $14,307.54 1,075.00$     
15-Oct-13 VVUS Sell Short 500 10.50$    5,249.00$          $19,556.54
15-Oct-13 VVUS Buy to Cover 500 10.11$    (5,056.00)$         193.00$        $14,500.54 1,268.00$     
17-Oct-13 HALO Buy 300 11.74$    (3,523.00)$         $10,977.54
17-Oct-13 HALO Sell 300 11.90$    3,569.00$          46.00$          $14,546.54 1,314.00$     
 Total $14,546.54  
Table 6.3 Simulation 3 Week 4 Trading Results 
 
6.1.5 Week 5  
Week 5 started a little slower than in weeks past. I tried a new strategy where I would 
sample market mover stock’s pre-market trading price, and based on that price ride that stock up 
or down for the entire trading day (9:30am – 4:30pm Eastern Time). This proved near disastrous 
on the first day I attempted this strategy causing a 0.3% portfolio loss in one day. Needless to 
say, I immediately got rid of that strategy for the rest of the week. Below is a figure to illustrate 
what happens when market movers lose “steam” during the day and end up hurting short-term 
investors by causing loss of principal investment.  
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Figure 6.4 Portfolio Graph for Trading Strategy 3 
 
As the reader will note, the initial shift between October 21-22 shows that a loss of nearly 
$300 occurred. The cause for this, is simply that pre-market stocks that are selected for their 
demonstration of momentum will not necessarily retain that momentum for the entire day, 
though it is entirely possible.  
As for this week’s trading summary, overall a net gain of $1587.00 was achieved. For 
this week, stocks (XTEX, GTAT, FSLR, TQNT, ALTR, NXPI, and FNSR) were selected for 
their pre-market tendencies. For an example of selection based on pre-market tendencies, below 
is the price graph for the company TriQuint Semiconductor for the days 10/24/13-10/25/13. 
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Figure 6.5 TriQuint Semiconductor Price Graph 10/24-10/25 
 
Before trading began on 10/24, TriQuint was trading at an overall lover price (typically 
called a stock’s futures,) due to other markets trading that stock. The stock had an approximate 
3% lower cost than what it closed at the day before, and due to lower than normal Q3 returns, the 
stock plummeted. Thus, I sold this stock short to ride the momentum down on the stock and 
bought it back at a much lower price to cover the short sell, hence making $1318 on one stock. 
Below the reader will find a summary of this week’s trades. 
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Date Symbol Type Shares Price Net Cost Net Profit /LossTotal Cost Total Profit
22-Oct-13 XTEX Buy 200 27.15$    (5,431.00)$   9,115.54$    
22-Oct-13 XTEX Sell 200 26.51$    5,301.00$     (130.00)$        $14,416.54 (130.00)$           
22-Oct-13 GTAT Buy 300 9.13$      (2,740.00)$   $11,676.54
22-Oct-13 GTAT Sell 300 8.98$      2,693.00$     (47.00)$          $14,369.54 (177.00)$           
22-Oct-13 FSLR Buy 100 53.96$    (5,397.00)$   $8,972.54
22-Oct-13 FSLR Sell 100 54.50$    5,449.00$     52.00$            $14,421.54 (125.00)$           
24-Oct-13 TQNT Sell Short 1000 8.31$      8,309.00$     $22,730.54
24-Oct-13 TQNT Buy to Cover 1000 6.99$      (6,991.00)$   1,318.00$      $15,739.54 1,193.00$         
24-Oct-13 ALTR Buy 300 32.30$    (9,691.00)$   $6,048.54
24-Oct-13 ALTR Buy 300 32.30$    (9,691.00)$   ($3,642.46)
24-Oct-13 ALTR Sell 600 32.65$    19,589.00$  207.00$          $15,946.54 1,400.00$         
25-Oct-13 NXPI Buy 300 39.58$    (11,875.00)$ $4,071.54
25-Oct-13 NXPI Sell 300 39.79$    11,936.00$  61.00$            $16,007.54 1,461.00$         
25-Oct-13 FNSR Buy 200 23.66$    (4,733.00)$   $11,274.54
25-Oct-13 FNSR Sell 200 24.30$    4,859.00$     126.00$          $16,133.54 1,587.00$         
Total $16,133.54
 
Table 6.4 Simulation 3 Week 5 Trading Results 
 
6.1.6 Week 6 
This week was an average one in the stock market. I returned to the minute-by-minute 
strategy where I do not hold onto a stock when I am not able to watch it. The average lifetime of 
a trade from buy to sell is now less than five minutes. This is due in part to the volatility of trades 
in a moving market. It is quite possible, as week one is evidence of, to lose $500 on one trade by 
leaving it unattended all day. This week I selected Gogo, Inc. (NASDAQ: GOGO), YY, Inc. 
(NASDAQ: YY), American Capital Mortgage Investment Group (NASDAQ: MTGE), 
Electronic Arts, Inc. (NASDAQ: EA), and Dreamworks Animation Skg, Inc. (NASDAQ: DWA) 
based on their pre-market tendencies in either the positive or negative direction depending on the 
stock. The reader will begin to note that I do not trade on every day. There are certain days when 
an in-depth study of the pre-market movers yields no useful stocks constituting a buy or short 
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sell. (This is typically less than 1% of the overall stock price.) Below is the week’s trading 
summary table. 
Date Symbol Type Shares Price Net Cost Net Profit /Loss Total Cost Total Profit
29-Oct-13 GOGO Buy 400 17.86 (7,145.00)$    8,988.54$        
29-Oct-13 GOGO Sell 400 18.37 7,347.00$     202.00$            $16,335.54 202.00$       
29-Oct-13 YY Buy 200 43.1 (8,621.00)$    $7,714.54
29-Oct-13 YY Sell 200 44.74 8,947.00$     326.00$            $16,661.54 528.00$       
30-Oct-13 YY Buy 400 49.78 (19,913.00)$  ($3,251.46)
30-Oct-13 YY Sell 400 50.5 20,199.00$   286.00$            $16,947.54 814.00$       
30-Oct-13 MTGE Sell Short 1000 19.67 19,669.00$   $36,616.54
30-Oct-13 MTGE Buy to Cover 1000 19.59 (19,591.00)$  78.00$              $17,025.54 892.00$       
31-Oct-13 EA Sell Short 500 26 12,999.00$   $30,024.54
31-Oct-13 EA Buy to Cover 500 25.94 (12,971.00)$  28.00$              $17,053.54 920.00$       
31-Oct-13 DWA Sell Short 300 32.65 9,794.00$     $26,847.54
31-Oct-13 DWA Buy to Cover 300 32.4 (9,721.00)$    73.00$              $17,126.54 993.00$       
Total $17,126.54
 
Table 6.5 Simulation 3 Week 6 Trading Results 
 
6.1.7 Week 7 
Week seven culminated in a milestone for my portfolio. After seven weeks using the 
trading strategy described in the introduction to this chapter, the portfolio posted a greater than 
100% return. From a principal investment of $10,000, this week resulted in ending balance of 
$20,414. This week’s trading included: Canadian Solar Inc, (NASDAQ: CSIQ,) Linn Energy 
LLC (NASDAQ: LINE,) SolarCity Corp (NASDAQ: SCTY,) YY Inc, (NASDAQ: YY,) Red 
Robin Gourmet Burgers, (NASDAQ: RRGB,) and InterMune, Inc (NASDAQ: ITMN). As the 
reader will note by glancing at the above list, there is a relatively low-correlation between stocks 
in this portfolio. This is not a use of the intentional measure to counteract changing market 
conditions known as diversification, but rather an indication that from day to day, market movers 
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in the stock market are very random. The stocks for this week were selected in the same way as 
the trading strategy dictates. Below is a summary of trading from the past week. 
 
Date Symbol Type Shares Price Net Cost Net Profit /LossTotal Cost Total Profit
4-Nov-13 CSIQ Buy 300 25.56$    (7,669.00)$   9,457.54$        
4-Nov-13 CSIQ Sell 300 27.37$    8,210.00$     541.00$            $17,667.54 541.00$        
4-Nov-13 LINE Buy 300 30.82$    (9,247.00)$   $8,420.54
4-Nov-13 LINE Sell 300 32.46$    9,737.00$     490.00$            $18,157.54 1,031.00$     
5-Nov-13 SCTY Buy 200 60.97$    (12,195.00)$ $5,962.54
5-Nov-13 SCTY Sell 200 63.73$    12,745.00$   550.00$            $18,707.54 1,581.00$     
5-Nov-13 YY Sell Short 300 54.55$    16,364.00$   $35,071.54
5-Nov-13 YY Buy to Cover 300 53.85$    (16,156.00)$ 208.00$            $18,915.54 1,789.00$     
7-Nov-13 YY Buy 300 48.01$    (14,404.00)$ $4,511.54
7-Nov-13 YY Sell 300 49.98$    14,993.00$   589.00$            $19,504.54 2,378.00$     
6-Nov-13 RRGB Sell Short 300 84.20$    25,259.00$   $44,763.54
6-Nov-13 RRGB Buy to Cover 300 82.26$    (24,679.00)$ 580.00$            $20,084.54 2,958.00$     
6-Nov-13 ITMN Sell Short 400 13.73$    5,491.00$     $25,575.54
6-Nov-13 ITMN Buy to Cover 400 12.90$    (5,161.00)$   330.00$            $20,414.54 3,288.00$     
Total $20,414.54
 
Table 6.6 Simulation 3 Week 7 Trading Results 
 
6.1.8 Week 8 
Due to the overall volatility of the market this past week, relatively few trades were made 
on my part. The market movers this week were more unpredictable than in week’s past. Of the 
average 24 stocks that I check daily, only two qualified in the “buy zone” for my portfolio. 
(Which is, as the reader will recall, a stock with a greater than $1 jump with that price being 
equal or greater than 3% of the stock’s overall price for stability purposes.) This week I invested 
in: Rocket Fuel Inc, (NASDAQ:FUEL,) and Pegasystems Inc, (NASDAQ:PEGA). Though when 
compared with weeks past, this week was still incredibly profitable for me. 
Pegasystems, Inc (NASDAQ: PEGA) 
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Part of the reason I bought Pegasystems this week had to do with their Q3 reporting to 
investors which occurred after market’s close on Monday.  
Below are the results for this week.  
Date Symbol Type Shares Price Net Cost Net Profit /LossTotal Cost Total Profit
11-Nov-13 FUEL Buy 500 37.86 (18,931.00)$ 1,483.54$        
11-Nov-13 FUEL Sell 500 40.09 20,044.00$   1,113.00$        $21,527.54 1,113.00$     
13-Nov-13 PEGA Buy 500 40.9 (20,451.00)$ $1,076.54
13-Nov-13 PEGA Sell 500 47.99 23,994.00$   3,543.00$        $25,070.54 4,656.00$     
Total $25,070.54
 
Table 6.7 Simulation 3 Week 8 Trading Results 
6.2 Results 
This simulation from its beginning to end of the trading window amassed by far the most 
amount of money, clearing $15,070.54 in addition to the $10,000 investment over eight weeks 
(about 150% returns.) In addition to discussing the strategy in general, I will also explore why, 
given our time period, this strategy was pre-disposed to being the most successful of the four. As 
I’ve discussed throughout this chapter, the entire trading strategy involves leveraging stock 
prices against their overnight momentum shifts. The original trading strategy (which was 
modified slightly to make parameters for selecting stocks more fluid,) involved beginning 
trading at 9:35 every day after the stock market opened. Once open, market movers, (or those 
stocks demonstrating great short-term gains/losses,) revealed themselves in my alert window for 
purchase. I would then select any stock showing greater than 5% increase/decrease and buy/sell 
it short. I quickly realized that this strategy would be highly ineffective, and needed to revise it. 
The reason why I discovered, had everything to do with the intra-day trading window. By 9:35 
most momentum for stocks was changing…and usually for the worse. On my first day of official 
trading, I managed to lose about $500. When I revised my strategy, I wanted to change some of 
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the parameters that qualified stocks for purchase and the trading window that I used. What I 
decided on was that I should move my percentage barrier lower to 3%, but add the qualification 
that the stock has to have shown at least a $1 growth factor to overcome the commission fee of 
an initial investment. Finally, I changed my trading window from 9:35-4:00 to 9:15-9:35. This I 
believe was a crucial key to this this strategy’s success. The reason why is due to the overnight 
fluctuation of stocks that are trading in stock markets outside of America. When a stock’s closing 
price differs from its future projected opening price, there is a price gradient which needs to be 
equalized at market’s open. This is the momentum that this strategy trades, and all trades are 
sold/bought to cover by 9:35 regardless of return. It is for these reasons that this strategy became 
the most successful of the four that were simulated. Since this was an eight week simulation, by 
nature, long term strategies would not be entirely effective, and most returns that are gained are 
minuscule if any. Overall, this strategy is not one that could be maintained by the average stock 
market investor due to the daily time required to trade these stocks and would have to be done by 
a professional. Though, by my projections, it would be possible to turn this strategy into a full 
time job from $10,000 with returns being approximately $50,000. 
My initial goal for this simulation was to beat the national Risk-Free Rate which stands at 
about 4% currently. This would be an approximately $400 return on my portfolio overall. After I 
was able to surpass this in the first week, my goal became to double the size of my portfolio (or 
post a 100% return,) which I was able to do. Below is a graphical representation of this 
portfolio’s performance over the entire simulation. 
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Figure 6.6 Overall Performance for Simulation 3 
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7 Simulation 4: Long Term Seasonal and Swing Trading on Catalysts  
Simulation 4 will be given $10,000 to invest over the course of eight weeks. 
Commissions for each trade will be $1.00. Google finance will be used to simulate stock prices. 
There is not set maximum number or minimum number of trades per week. Over the course of 
the 8 weeks, there will be trades in at least 10 companies to keep a diversified portfolio.  
My strategy is a combination of swing trading on catalysts and finding the best stocks 
that will perform over the next eight weeks to invest long term in.  
Part one of this strategy is the long term trades. Figuring out which stocks are going to 
perform well over the next eight weeks is more complicated than I initially thought. It is very 
hard to find a stock that always does particularly well a certain time of year. For example, it 
would make sense for toy stores to perform very well when everyone is buying Christmas gifts, 
however it is not always the case. The graph below compares a trend in Google searches and 
Hasbro’s stock price. The trend is derived from how many people are searching for shopping 
terms compared to other searches on Google. The blue line represents the searches while the 
redline is the toy company Hasbro (NASDAQ:HAS). 
 
Figure 7.1 Trend comparison 
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The correlation in these lines is not very visible. However, usually the blue line jumps 
right before Christmas. In this particular graph, Hasbro stock prices jump a little bit six out of the 
nine times Google trends jump. The other three times, Hasbro’s stocks break even or are pretty 
close.  
Therefore I am likely stick to the retail shopping market because of the tendency for these 
stocks to perform just a little better. This performance boost is mainly in the months of 
November and December. This simulation will be ending on November 15th. I only predict large 
profits from this type of trading during those fifteen days that I will be trading in November. 
Unfortunately, these spikes in Google shopping trends do not match perfectly with the weeks of 
the simulation but on the other hand I view it as a long term investment and it is almost always 
smart to invest long term and it should not hurt my portfolio. Of course, I plan to invest more 
heavily in these companies the closer to November I get.  
Apart from looking at Christmas gift stocks for my long term strategy I will be analyzing, 
snow plow companies, tire companies, work truck companies, snow mobile companies, and 
other stocks that should make a little more in the winter.  
To choose a particular stock for my long term investment, I will want to look at a moving 
average over a period of time. Ideally I want to buy into the company when the stock price 
breaks through the moving average. And sell when it has peaked or when the price goes below 
the moving average.    
Part two of this strategy deals with swing trading. In this part of the strategy I will be 
trading anywhere between once a week and several times a day. The idea behind this part of my 
strategy is to trade at the opportune moment where I can have maximum profitability. My 
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strategy behind my swing trading will be looking for catalysts to bring the stock price up. A 
catalysts is good news that gets people interested in the stock so they buy it. To make money 
using this strategy I must be the first to recognize this catalyst so I can buy in when the stock is 
low and sell it right after the catalyst has made the stock peak.  
With swing trading I am going to be analyzing the stocks by looking at the moving 
averages for the week and for the last 24 hours. I will be interested in stocks that have a beta of 
higher than one because they can fluctuate more, increasing risk but also profit. I will also be 
looking at the market cap. Ideally, I am aiming for the market cap to be in-between 200 million 
and 2 billion.  
To find catalysts I will use websites that display the rate of increase of activity on the 
web of companies. For example if everyone is  tweeting about the Ford Motor Company, I will 
see that and check out what news came out then decide if it is a good catalysts. If it is a good 
catalysts and I catch the news before it ends up on the front page of yahoo finance, I can make a 
profit.     
 
7.1 Long-Term Company Backgrounds 
Netflix 
Netflix is the most popular streaming service for movies and television shows. In 
America it is something everyone has heard of and most college students have subscription. It 
has grown tremendously since it was established in 1997 and has never had major downturns. 
The company has three main segments which are as follows; domestic streaming, International 
streaming, and Domestic DVD.  
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Netflix operates by buying fixed-fee licenses or making revenue sharing agreements with 
studios. With these licenses and agreements, Netflix can stream content or mail DVDs to its 
subscribers who pay a monthly fee.  
In 2012 Netflix made a big step forward in allowing their customers to steam content on 
computers, digital video players, and game consoles. This makes it easier for their customers to 
view favorite shows and movies, therefore attracting more business. 
With winter coming around the corner more people will be stuck indoors and hopefully 
watching movies. The graph below shoes Netflix’s progress over the past year. Its steady uptrend 
is the largest factor attracting me to this stock.  
 
Figure 7.2 Netflix Stock Graph 
 
EBay  
EBay was founded in 1998 and has become very well known for online auctioning and 
fixed price sales. With ebay.com, anyone can sell something through the internet to a buyer in a 
different part of the world. The global commerce that eBay can provide to anyone fascinates me.  
EBay has three reportable segments. They are as follows: Marketplaces, Payments, and 
GSI. EBay’s marketplaces are in simplest form are online stores under the big ebay.com 
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umbrella. They make experiences easier for customers and sellers catering to special categories. 
For example, there is an eBay market place for cars which has an easy to follow format with 
reviews, price selectors, make and model choices to guide perspective customers. This was only 
one example of an eBay market place that range from electronics to fashion. The payment 
segment refers to three services they provide for payment. These services are PayPal, Bill Me 
Later, and Zong. When paying with PayPal, buyers will have their spending deducted from their 
PayPal or bank account. Bill Me Later uses WebBank to open a line of credit that can be used as 
a payment. Zong allows mobile device users to pay with their device’s phone bill and download 
digital content. The last segment GSI is the part of eBay that caters to eBay’s enterprise partners. 
EBay’s GSI branch will do the marketing for big franchises and also optimize their likelihood of 
transitions.   
I feel that eBay will have continued success throughout the simulation because people 
will be buying Christmas gifts. Also, online shopping is growing. I attribute the lower prices and 
ease of buying as the main reasons more and more people are buying online.  The graph below 
shows a gradual uptrend for the last six months. 
 
Figure 7.3 eBay Stock Graph 
 
Best Buy 
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Best buy was started in 1996. Today it is a major retailer for electronics. Out of all the 
electronic stores, Best Buy has the widest selection. Not only do they run retail stores but they 
also conduct online retail operations. Best Buy operates in two segments; international and 
domestic.  
In the domestic segment, BestBuy’s main sellers are consumer electronics, computing 
and mobile Phones, Entertainment, and Appliances. Best Buy’s international segment has more 
to do with two other companies that Best Buy owns; The Carphone Warehouse and The Phone 
House. Both of these companies sell phones and phone services.  
I think Best Buy as a good investment because it will capture much of the Christmas 
buying. Everything from expensive cameras to electronic toys for children can be found at Best 
Buy. The graph below shows a gradual uptrend for the last six months.  
 
Figure 7.4 Best Buy Stock Graph 
 
Wal-Mart 
Wal-Mart was incorporated in 1969. Recently a Wal-Mart opened up near where I live 
and has made shopping for everyday things much easier for me. They have everything from 
groceries, clothing, office supplies, toys, gardening section, to a pharmacy. The best part is their 
competitive prices. Although their graph of stock prices looks choppy, I believe they provide a 
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very essential role in many towns.  The Company’s operates in three business segments: the 
Wal-Mart U.S. segment, the Wal-Mart International segment, and the Sam’s Club segment. 
In the Wal-Mart U.S. segment, Wal-Mart has stores in all 50 states and Puerto Rico. In 
the Wal-Mart International Segment, it owns or partially owns subsidiaries in Argentina, Brazil, 
Canada, China, Japan, the United Kingdom, Chile, Mexico, 12 countries in Africa, five countries 
in Central America, China, and India. This shows that Wal-Mart is a key global player.  
As mentioned above, Wal-Mart’s graph is a little bit choppy. I still believe that it can be a 
good investment since this IQP’s simulation only lasts eight weeks. In other words, it may be a 
good long-term/short-term investment especially during pre-Christmas. 
 
Figure 7.5 Wal-Mart Stock Graph 
 
7.2 Progression of Trading 
 
7.2.1 Week 1 
Best Buy (BBY), eBay (EBAY), Wal-Mart (WMT), and Netflix (NFLX) Initial investments 
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I invested in Best Buy Co., eBay Inc, Wal-Mart Stores, Inc., and Netflix. I invested my 
$10,000 pretty evenly among all of them. These stocks will be the basis of my long term 8 week 
stocks. I will probably be adding to these long term stocks with stocks that I am watching.  
 
Table 7.1 Simulation 4 Week 1 Trading Results 
 
7.2.2 Week 2  
Kandi Technologies (KNDI) Catalyst 
On September 30th I invested in Kandi Technologies which makes small electric vehicles 
for the People’s Republic of China. China declared that they are providing money to get 
pollution causing vehicles off the road. The catalyst is not hot off the press but I hope the stock 
continues to go up. I did see prices rise from this catalyst but unfortunately I waited too long and 
prices dropped. When I sold it I made a mere $16.50 
Apple (AAPL) Catalyst 
On September 3rd I bought into Apple after news coverage about their brand name 
becoming more iconic than Coca-Cola. On October 3rd, I sold these stocks and made $26.64.  
Best Buy (BBY) and EBay (EBAY) 
BBY and EBAY were all sold to allow me to buy into Netflix and Nissan.  
Netflix (NFLX) 
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Netflix became my best performing stock. I purchased seven more shares at $324.66 in 
hopes of bigger profits.   
Nissan (NSANY) 
From looking at Nissan’s graph it seemed undervalued and therefore a good investment. I 
purchased 100 shares at 20.80. I also hope that sales for their box trucks will increase due to 
China cutting banning old diesel commercial trucks for emissions.  
Summary 
During week two of the simulation I sold my Apple stocks after there was a small 
catalysts that boosted prices. I could have made over one hundred dollars on this catalysts but 
unfortunately I waited too long and prices went down. I did however make some money on the 
trade, an improvement from my KNDI trade of last week. I sold Best Buy and Wal-Mart because 
they were only losing me money. With the money from selling these stocks I have picked up 
investments in Microsoft, Nissan, and additional shares in Netflix. Netflix has been doing me 
good. My earnings from my Netflix stocks are to be determined when I decide to sell it. I am 
hoping Microsoft does well with the release of their new game console and Nissan seemed 
undervalued.     
 
 
Table 7.2 Simulation 4 Week 2 Trading Results 
Date Symbol buy/Sell Shares Price Net Cost/Proceeds Net Profit/Loss Total Cash Total Profit
29-Sep-13 NFLX Sell 3 $306.29 $917.87 ($3.65) $4,524.73 ($39.15)
30-Sep-13 KNDI Buy 500 $8.45 ($4,226.00) $298.73
1-Oct-13 EBAY Sell 20 $55.13 $1,101.60 ($17.60) $1,400.33 ($56.75)
2-Oct-13 KNDI Sell 500 $8.50 $4,249.00 $16.50 $5,649.33 ($40.25)
3-Oct-13 AAPL Buy 8 $479.00 ($3,833.00) $1,816.33
4-Oct-13 AAPL Sell 8 $483.58 $3,867.64 $26.64 $5,683.97 ($13.61)
5-Oct-13 NFLX Buy 7 $324.66 ($2,273.62) $3,410.35
6-Oct-13 NSANY Buy 100 $20.08 ($2,009.00) $1,401.35
Total Assets: $9,986.39
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7.2.3 Week 3 
Microsoft (MSFT), Nissan (NSANNY), eBay (EBAY), Wal-Mart (WMT) 
The Dow Jones dropped 300 points since October 1st. This corresponds to my earnings 
which completely disappeared. After waiting until October 11th, most of my loses were 
recovered, I sold all stocks besides Netflix encase the market goes south over the weekend again. 
I am hanging onto Netflix until it regains the money that it has lost me.   
Summary  
Since I lost most of my earnings on the weekend going into week there, I am sold most of 
my stocks before the weekend going into week four. Hopeful the market will be down again 
when it opens Monday and I can buy some underpriced stocks.  
 
Table 7.3 Simulation 4 Week 3 Trading Results 
 
7.2.4 Week 4 
EBay (EBAY) 
I invested back into eBay by buying 45 shares at $52.20 apiece. Their stock seems a little 
undervalued right now by visual inspection of the graph below. Also, I did mention that I wanted 
Date Symbol buy/Sell Shares Price Net Cost/Proceeds Net Profit/Loss Total Cash Total Profit
7-Oct-13 MSFT Buy 33 $33.90 ($1,119.70) $281.65
8-Oct-13 WMT Sell 3 $73.18 $218.54 ($18.19) $500.19 ($31.80)
9-Oct-13 EBAY Sell 25 $55.62 $1,389.50 $11.75 $1,889.69 ($20.05)
10-Oct-13 MSFT Sell 33 $34.13 $1,125.29 $5.59 $3,014.98 ($14.46)
11-Oct-13 NSANY Sell 100 $20.64 $2,063.00 $16.00 $5,077.98 $1.54
12-Oct-13 BBY Sell 25 $39.26 $980.50 $19.80 $6,058.48 $21.34
Total Assets: $10,021.34
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eBay as was one of my long-term stocks and this seemed like a good time to get it back into my 
portfolio.  
 
Figure 7.6 eBay at undervalued price 
 
AT&T (T) Catalyst 
I invested in AT&T buy purchasing 100 shares for $34.61 because I found a catalyst. 
Recently AT&T agreed to lease or sell 9,700 of its towers to the Crown Castle International Corp 
for $4.85 billion. This sale allows AT&T to undertake a major network upgrade and a possible 
expansion to Europe. The upgrade and expansion should increase the value of the company 
drastically.  
 
Summary 
Although I missed out on the big earnings at the beginning of the week because I figured 
it would be a repeat of last week’s start, I feel like my two new stocks should do very well next 
week. Also note that I am still invested in Netflix which has currently made me upward of $150. 
It had made over $200 in the past so I am waiting for it to peak again.  
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Table 7.4 Simulation 4 Week 4 Trading Results 
 
7.2.5 Week 5 
AT&T (T) Catalyst 
Last week I invested in AT&T because of a catalyst. As I expected the price increased. I 
sold it as soon as I saw the price begin to drop because I was afraid that affect that the catalysts 
had on the stocks would disappear. I made a $62.00 profit on this trade after commissions. In the 
graph below he left blue circle is where I bought the stock and the right circle is where I sold it.  
 
Figure 7.7 AT&T Catalyst 
 
Microsoft (MSFT) Catalyst 
EBay was losing me money so when it broke even I sold it. To replace my investments in 
eBay I bought into Microsoft. Microsoft reported their first fiscal quarter results Thursday 
evening. I looked at this as a potential catalyst if they showed strong results. I have been 
following the Microsoft stock trends and decided to invest before the results came out, 
purchasing 100 shares at $33.72. When Microsoft’s first quarter results came out they were very 
Date Symbol buy/Sell Shares Price Net Cost/Proceeds Net Profit/Loss Total Cash Total Profit
18-Oct-13 T Buy 100 $34.61 ($3,462.00) $2,596.48
18-Oct-13 EBAY Buy 45 $52.20 ($2,350.00) $246.48
Total Assets: $10,021.34
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likeable. In the results, analysts estimated Microsoft’s Devices and Consumer revenue would be 
around $6.47 billion but Microsoft ending up making $7.46 billion. I would have sold this stock 
right when it peaked on Friday morning, however I was not following it as close as I should have 
and ended up selling it when the price fell through the simple moving average. I made $213 on 
this trade. In the graph below the left blue circle is where I bought the stock and the right circle is 
where I sold it. 
 
Figure 7.8 Microsoft Catalyst 
 
To replace my Microsoft investment, I bought 11 shares of best buy at $42.77 because I felt the 
stock was undervalued.  
Summary 
My major accomplishment during week 5 was making money off of two catalysts. The 
first was with the cell phone company AT&T which agreed to sell some of its towers to raise 
funds for an expansion to Europe. The second was the release of Microsoft’s first quarter results. 
I was lucky to make gains this week since the stock market has had its ups and downs. Below are 
my trades for week five.  
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Table 7.5 Simulation 4 Week 5 Trading Results 
 
7.3.6 Week 6 
Best Buy (BBY) 
I sold Best Buy to give me more funds to invest into Artic Cat. I made a meager $14.00 
off of this trade. I feel that the money will grow faster once I invest in Artic Cat. 
Artic Cat (ACAT) 
Artic Cat makes ATVs and snowmobiles which are perfect for this pre-winter time. Artic 
Cat released news that they have not made as much money as they estimated. This has scared off 
many investors. Even though they are somewhat behind they are also a very stable company and 
I do not see the price of their stock dropping anymore. I think some new investors might notice 
this and buy into the company and boost their price back up to normal. I Bought 121 shares at 
$52.10. In the figure below the blue circle shows where the price fell after Artic Cat disclosed 
they had a bad quarter.     
 
Figure 7.9 Artic Cat Price Drop 
Date Symbol buy/Sell Shares Price Net Cost/Proceeds Net Profit/Loss Total Cash Total Profit
21-Oct-13 T Sell 100 $35.25 $3,524.00 $62.00 $3,770.48 $83.34
24-Oct-13 EBAY Sell 45 $52.30 $2,352.50 $2.50 $6,122.98 $85.84
24-Oct-13 MSFT Buy 100 $33.72 ($3,373.00) $2,749.98
25-Oct-13 MSFT Sell 100 $35.85 $3,584.00 $213.00 $6,333.98 $298.84
25-Oct-13 BBY Buy 100 $42.77 ($4,278.00) $2,055.98
Total Assets: $10,298.84
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Summary 
This week I ditched my stocks in Best Buy to invest in a company that I may be able to 
make a large profit on or I may lose money with. Many experts think that the stock price will not 
rebound and are labeling it as a “sell”. I have justified my trade with the more risk the more 
reward mindset.  
 
Table 7.6 Simulation 4 Week 6 Trading Results 
 
7.3.7 Week 7 
Artic Cat (ACAT) 
I am glad that I bought into Artic Cat last week. I bought it because I felt it was 
underpriced. The reason for it being underpriced made it a risky investment. This reason, 
discussed last week, is that Artic Cat reported low earning this quarter. The blue circles in the 
graph below show where I bought and sold the stock. When the market opened on Monday and 
the price climbed to a high for the past week I knew it was time to sell. For this trade, I did not 
buy in right when the prices fell after the Artic Cat’s quarterly report came out. I bought in 
almost a week later and rode an uptrend for a day. If I had invested when stock fell I would have 
made $201.07. I still managed to make $174.66 after selling my shares at $53.56.  
Date Symbol buy/Sell Shares Price Net Cost/Proceeds Net Profit/Loss Total Cash Total Profit
1-Nov-13 BBY Sell 100 $42.93 $4,292.00 $14.00 $6,347.98 $320.14
1-Nov-13 ACAT Buy 121 $52.10 ($6,305.10) $42.88
Total Assets: $10,320.14
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Figure 7.10 Artic Cat Stock Price increase 
 
Netflix (NFLX) 
Netflix is a very strong company that I had my long term investments in. Its stock prices 
have increase very rapidly this year. I have owned shares in this company almost throughout the 
whole simulation. It was my first big profit but I instead of selling I held onto it. Its value 
plummeted during the government shutdown. Now that the value is back up I am choosing to sell 
it. The graph below gives me a feeling that prices are bound to drop because the growth is too 
rapid. This trade made $268.64. 
 
 
Figure 7.11 Netflix 2013-2008 Stock Prices 
 
Ebay (EBAY) 
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Recently there has been some news pointing toward that fact that the EBAY stock is 
underpriced. EBay’s stock has not done extraordinary well over the past year and only increased 
3%, however, many experts believe that prices will start increasing. One of the reasons that 
experts believe the price will increase is that Carl Icahn, a very wealthy active investor, may buy 
into the company. I am buying 60 shares of stock because if he does the stock price will soar and 
I will bail out to make a profit.  
Summary 
This week has been very profitable. Two large trades have added a total of $443.30 to my 
assets. I believe that I have set myself up to make a profit with eBay. I do not have much 
confidence in the market next week because this week has been “too good”. For example the 
Dow, S&P 500 has ended higher for the fifth straight week. Therefore I believe that prices will 
open lower next week and for this reason I am only leaving three thousand in the market for the 
weekend.  
 
Table 7.7 Simulation 4 Week 7 Trading Results 
7.3.8 Week 8 
EBay (EBAY) 
I sold eBay on the last day of the simulation. Unfortunately, the inside buyer that I was 
hoping to buy into the company has not invested. Although there are increasing articles in the 
news suggesting that eBay is a good buy because it is undervalued, eBay’s stock price did not 
Date Symbol buy/Sell Shares Price Net Cost/Proceeds Net Profit/Loss Total Cash Total Profit
4-Nov-13 ACAT Sell 121 $53.56 $6,479.76 $174.66 $6,522.64 $494.80
8-Nov-13 NFLX Sell 13 $334.90 $4,352.70 $268.64 $10,763.44 $763.44
8-Nov-13 EBAY Buy 60 $53.00 ($3,181.00) $7,582.44
Total Assets: $10,763.44
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increase this week.  I ended up losing $26 after selling my stocks at $52.60 each. The news 
stories are an example of a catalyst that failed to take off.  
Summary 
Although I did not make a profit in the last week I did not lose a tremendous amount 
either. I was surprised that I lost money with eBay because not only should the catalysts have 
helped boost stocks, at this time of year eBay must be making more pre-Christmas sales which 
should of helped investors’ confidence in the company.  
This week all the major indexes outperformed my portfolio. This means that if I had 
chosen another stock besides eBay, I would have likely made a profit. 
Netflix did very well this week and it is too bad that I sold my shares last week. The price 
went from $334.90 to $349.76. If I kept my shares I would have made an additional $193.18. 
This would bring the total for this stock to $461.82.  
 
 
Table 7.8 Simulation 4 Week 8 Trading Results 
 
7.3 Results 
In this eight week simulation my portfolio grew 7.4% by making $737.44 on a $10,000 
investment. This is good because all the major indexes grew 7% or less. My portfolio stayed 
above its initial value for every week but one. This occurred when many stocks dropped during 
the government shutdown. Below is a graph of my portfolio measured against the S&P 500. It 
visually demonstrates the performance of the portfolio.    
Date Symbol buy/Sell Shares Price Net Cost/Proceeds Net Profit/Loss Total Cash Total Profit
11-Nov-13 EBAY Sell 60 $52.60 $3,155.00 ($26.00) $10,737.44 $737.44
Total Assets: $10,737.44
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Figure 7.12 Simulation 4 Portfolio vs. S&P500 
The table below shows how profitable each stock was and what type of strategy I used to 
pick it. The companies that increased the value of my portfolio the most are listed under “Biggest 
Gainers”. The companies that gave me the largest return on investment are listed under “ROI 
(highest to lowest)”, meaning they gave the most back with respect to how much I put in.  
 
Table 7.9 Simulation 4 Evaluation of Stock Results 
Name Symbol Amount invested Amount returned Amount Profit % Profit Beta
Netflix, Inc NFLX ($4,990.28) $5,270.57 $280.29 5.62% 0.61
eBay Inc EBAY ($7,995.75) $7,998.60 $2.85 0.04% 1.3
Best Buy Co., Inc BBY ($7,178.50) $7,190.00 $11.50 0.16% 1.37
Wal-Mart Stores, Inc. WMT ($228.73) $218.54 ($10.19) -4.46% 0.38
Kandi Technologies KNDI ($4,226.00) $4,249.00 $23.00 0.54% 2.3
Apple Inc. AAPL ($3,833.00) $3,867.64 $34.64 0.90% 0.91
Nissan Motor Co., Ltd NSANY ($2,009.00) $2,063.00 $54.00 2.69% 1.44
Microsoft Corporation MSFT ($4,492.70) $4,709.29 $216.59 4.82% 0.96
AT&T Inc. T ($3,462.00) $3,524.00 $62.00 1.79% 0.48
Artic Cat Inc ACAT ($6,305.10) $6,479.76 $174.66 2.77% 2.43
Biggest Gainers: Biggest Losers: ROI (highest to lowest)
Netflix, Inc Wal-Mart Stores, Inc. Netflix, Inc
Microsoft Corporation Microsoft Corporation
Artic Cat Inc Artic Cat Inc
AT&T Inc. Nissan Motor Co., Ltd
Nissan Motor Co., Ltd AT&T Inc.
Apple Inc. Apple Inc.
Kandi Technologies Kandi Technologies
Best Buy Co., Inc Best Buy Co., Inc
eBay Inc eBay Inc
Wal-Mart Stores, Inc.
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Most Profitable: 
Netflix, Microsoft, and Artic Cat were my best performing stocks. I consider these good 
trades that I performed well in.  
Netflix gave me the largest profit and the best return on investment. It is impressive that 
this stock made such a profit with a beta of 0.61, meaning that it is less volatile than the market 
and should give smaller returns but also be relatively low risk. I bought this stock as a long term 
investment. My profit from Netflix was $280.29 which is 5.62% of the invested amount.  
I bought Microsoft because of a catalyst. This catalyst was the release of Microsoft’s first 
quarter results. Stock prices went from $33.72 to $35.85 which is a 6.3% that happened in a few 
hours. This trade was my most successful use of a catalyst. My profit from Microsoft was 
$216.59 which is 4.82% of the invested amount.  
I bought Artic Cat after prices dropped significantly when they announced that they 
failed to make their estimated revenue. This scarred many investors from the stock. Earlier I had 
read a news article proclaiming that Artic Cat is a very well ordered and stable company. 
Therefore on the assumption that there would be a rebound I bought into the stock. This was 
risky because there were many media sources promoting that investors should sell Artic Cat. 
This was swing trade that did not follow my usual catalyst swing trading. My profit from Artic 
Cat was $174.66 which is 2.77% of the invested amount.  
Least Profitable: 
AT&T, Nissan, Apple, Kandi Technologies, Best Buy and eBay made very little with 
respect to my portfolio value. Walmart lost my portfolio some value. If I had the foresight I 
would have never made these trades.  
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I invested in AT&T because of a catalyst. They had announced that they were selling 
some of their towers. This would give them the capital to start making a major network upgrade 
and a possible expansion to Europe. My profit from AT&T was $62 which is 1.79% of the 
invested amount.  
 I invested in Nissan because the stock was undervalued. Unfortunately, the government 
shutdown occurred a couple days later. The value of the stock decreased. I waited until the stock 
price rose again and sold on a Friday to get most of my money out of the market for the 
weekend. I intended this investment to be long term, however it lasted 5 days. My profit from 
Nissan was $54 which is 2.69%. Percentage wise this was a better investment than AT&T since 
the return on investment was double.  
Kandi Technologies was a catalyst trade that did not work. I bought the stock too late 
after the catalyst had boosted prices. At first I began to lose money. When prices increased later 
that week I sold the stock with little gain. My profit from Kandi Technologies is $23.00 which is 
0.54% of my original investment.  
Best Buy was one of my initial long term investments. It was one of the first companies 
that I invested in. I sold some of my shares early in the simulation but kept the remaining for 
several more weeks because this company was part of my long term strategy. Unfortunately, this 
long term strategy did not make a large profit, unlike Netflix. I gained a total of $11.50 which 
was a meager 0.16% of my investment.    
 I first invested in eBay as a long term stock. This lasted a week until I sold it to have the 
funding necessary to swing trade a catalyst. The last week of this simulation I tried making a 
profit on an eBay catalyst. Unfortunately the catalyst never took off. My profit from eBay was 
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$2.85 which is 0.04% of my initial investment. EBay was my least profitable investment without 
losing money. 
 Walmart was the only company that decreased the value of my portfolio. I bought into 
Walmart at the start of my simulation as a long term investment. Since I was not seeing any 
profits I sold my stocks in Walmart, looking to invest in something more profitable. I sold 
Walmart at a loss of $10.19 which was -4.46% of my investment.  
In conclusion, swing trading with catalysts was more profitable than any long term strategy 
in this simulation. Two out of my three most profitable investments were from swing trading. A 
longer simulation or a differently paced market would likely result in long term investments 
prevailing but in this time frame catalysts swing trading showed to be more profitable.  
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8 Comparison of Simulations 
8.1 Modern Portfolio Theory Analysis 
 
Financial advisors are tasked with the responsibility of guiding clientele in assembling 
and maintaining a stock portfolio in which the profits are maximized and the risk is minimized.  
This provides the largest amount of profit for the smallest risk of losing money.  An analytical 
method has been developed to provide stock return estimates to build an optimal stock portfolio.  
The Modern Portfolio Theory was developed in the 1950’s by Harry M. Markowitz, who 
created a function that equalizes a maximum return and a minimal risk rate. Modern Portfolio 
Theory defines a risky stock as one with inconsistent returns. The higher variance in returns, the 
more risky that stock is. 
To understand the relationship of risk and reward Markowitz created a concept known as 
the efficient frontier. The Efficient Frontier is a curve created from the risk-reward graph, 
comprised of optimal portfolios.  Any point on the graph represents a theoretical portfolio with 
the percentage of risk and a corresponding return percentage.   Portfolios on the Efficient 
Frontier curve return the maximum percentage for the lowest amount of risk.  A portfolio found 
above the curve does not exist because a higher return percentage is impossible.  However, a 
portfolio located below the Efficient Frontier is considered inefficient because it does not yield a 
maximum return for the risk assumed.  An example of an Efficient Frontier graph is depicted 
below: 
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Figure 8.1 Capital Market Line Example 
 
In order to create an optimal portfolio, investors find a combination of stocks that is the 
most diverse. By maximizing diversity, risk is minimized. This makes sense when one considers 
the possibility of having a portfolio comprised of stocks all in one sector. This would pose a high 
risk to the investor. If something was to happen to this sector the entire portfolio could 
experience a loss. Therefore, by maximizing diversity within a portfolio risk can be minimized.  
Essentially modern portfolio theory creates the ideal portfolio by finding a set of stocks 
that are not correlated and assigning them percentages of the portfolio such that they fall on the 
efficient frontier. Once on the efficient frontier they represent portfolios with highest rate of 
return for a given amount of risk. It is then up to the investor to find the portfolio with the 
highest sharp- ratio given below. 
𝑆ℎ𝑎𝑟𝑝𝑒 𝑟𝑎𝑡𝑖𝑜 =
𝐸𝑟𝑝 − 𝑟𝑓
𝜎𝑝
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Where: 
𝐸𝑟𝑝 = 𝑒𝑥𝑝𝑒𝑐𝑡𝑒𝑑 𝑝𝑜𝑟𝑡𝑓𝑜𝑙𝑖𝑜 𝑟𝑒𝑡𝑢𝑟𝑛 
𝑟𝑓 = 𝑟𝑖𝑠𝑘 𝑓𝑟𝑒𝑒 𝑟𝑎𝑡𝑒 
𝜎𝑝 = 𝑝𝑜𝑟𝑡𝑓𝑜𝑙𝑖𝑜 𝑠𝑡𝑎𝑛𝑑𝑎𝑟𝑑 𝑑𝑒𝑣𝑖𝑎𝑡𝑖on 
This concept is important because it accounts for the risk free rate. No investment that 
has a return less than the risk free rate is worth investing in because a higher return can be 
achieved for zero risk. The portfolio along the efficient frontier with the highest sharpe-ratio is 
the optimal portfolio according to Modern Portfolio Theory.  
Though this paper will not focus on creating a portfolio through Modern Portfolio 
Theory, these same tools can be used to analyze the performance of the four simulations. 
In order to analyze the efficiency of the four simulations the value of each portfolio’s 
total assets was recorded at each weeks end. The next step of the process is to calculate each 
weeks return percentage. The formula for this calculation is shown below. 
𝑊𝑒𝑒𝑘𝑙𝑦 𝑅𝑒𝑡𝑢𝑟𝑛 % =
𝑉𝑖 − 𝑉𝑖−1
𝑉𝑖−1
∗ 100 
𝑊ℎ𝑒𝑟𝑒 𝑉𝑖 = 𝑊𝑒𝑒𝑘 𝑖
′𝑠 𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠 
 
This method is used because by dividing by the previous weeks total assets the change in 
each portfolio is standardized. It would be incorrect to say a change of $500 in a $1000 portfolio 
has the same significance as a change of $500 in a $100,000 portfolio. However, it is correct to 
say a change of 1% in a $1000 portfolio is as significant as a 1% change in a $100,000 portfolio. 
With these values recorded a line graph can be created showing how each simulation varied over 
the course of eight weeks. 
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Figure 8.2 Return Percentages by Week Comparison 
 
This chart shows that between the four simulations there was variability in the way that 
each simulation performed each week. Some weekly returns were as high as 15% or more while 
one simulation recorded a loss of nearly 4%. Sometimes each simulation performed similarly as 
in week 3 during the government shutdown when 3 of the 4 portfolios experienced a loss. While 
this graph is a nice picture it does not say much about the risk or efficiency of each portfolio. To 
understand more about this more calculations are needed. 
To calculate the risk each simulation undertook over the course of the simulation the 
standard deviation of each portfolios weekly return is calculated. This is one of the major 
concepts of modern portfolio theory. In modern portfolio theory investors calculate the risk of a 
stock by taking the standard deviation of its returns over some period of time chosen by the 
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investor. Standard deviation is used to measure how far a group of numbers varies from their 
mean. If an investment has a higher standard deviation it is more variable and therefore presents 
more risk to the investor. Similarly, the standard deviation of each simulations return can be 
calculated as risk.  
Another metric needed is each simulations return. To calculate this we will take the 
average of each portfolios weekly return percentage. It may seem like the return should be the 
total profit of each investment but this also would not be standardized. Once the standard 
deviation and return are calculated a graph similar to the efficiency frontier can be created. This 
graph is displayed below. 
 
 
Figure 8.3 Risk vs. Return Comparison 
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This chart is far more telling of how each simulation performed. The Market Movers 
simulation was the most successful with an average weekly return of 12.3% but it also came with 
the highest risk. The worst performing simulation was Elliot Wave theory which carried a higher 
risk than the Swing Trading on Catalysts simulation but could not post a higher return rate. 
Another interesting thing this chart demonstrates is that the two most successful simulations 
carried the highest amount of risk. When compared to the weekly return percentage chart it is 
clear that these two simulations were not as consistent in posting similar returns week to week. 
The range of Market Mover’s and Trend Based Trading’s returns was 22% and 16% respectively 
while the Elliot wave theory and Swing Trading on Catalysts had a range of 9% and 5% 
respectively. This shows that the Market Mover’s and Trend Based Trading strategy are more 
variable and therefore more risky. Initially, it may seem that these strategies are less risky 
because these two strategies earned the most money. However, basic use of the normal model 
shows this is not the case. 
 
Table 8.1-Using the normal model to predict potential max losses 
The table above displays the return percentage that these simulations would produce at a 
given amount of standard deviations away from each simulations average. This shows that the 
two strategies that risk the largest loss are Trend Based Trading and the Market Movers 
simulation. These calculations support the positioning of each simulation on the Risk vs. Reward 
chart. The idea of these simulations being riskier is also supported by the nature of the strategies 
themselves. The market movers strategy constantly bet all of its capital on individual stocks. 
Elliot Wave Theory Trend Based Trading Swing Trading Market Movers
-1 SD -2.68% -1.36% -0.61% 5.16%
-2 SD -5.83% -6.98% -2.17% -2.06%
-3 SD -8.98% -12.59% -3.72% -9.28%
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While this proved profitable it could also magnify any loss. Furthermore, both Market Movers 
and Trend Based Trading shorted stocks. This allowed them to bet with money that did not have 
possession of. This is also a strategy that could cause a large loss if the investment does not go 
their way. 
It has been shown that the Market Movers simulation, while the most profitable, held the 
highest amount of risk. Trend based Trading was the next highest followed by Elliot Wave 
Theory and then Swing Trading on Catalysts. To further understand each portfolios efficiency 
the sharpe ratio for each simulation can be calculated. 
 
Table 8.2-Sharpe Ratio of all simulations 
The Sharpe Ratio tells two things. The first is that if the number is larger than zero then 
the strategy is more profitable than the risk free rate. The risk free rate of a 3 month t-bill is 
exceptionally low right now at 0.07% so all of these strategies have performed better than a 3 
month t-bill [1]. Secondly the sharpe ratio allows us to rank these simulations in terms of most 
return for least amount of risk. In that order it would be Market Movers, Trend Based Trading, 
Swing Trading, and then Elliot Wave theory. While the Market Movers and Trend Based 
Trading Simulations posed the greatest amount of risk Modern Portfolio Theory states that it was 
worth it. Market Movers and Trend Based Trading justified this risk through higher returns. 
 
8.2 Sector Diversification 
 
 This subchapter will include analysis of the sector diversification. This will result in a 
ranking of how stable each simulation is and will be compared to its profitability.  
Elliot Wave Theory Trend Based Swing Trading Market Movers
Sharpe Ratio 0.13 0.75 0.56 1.70
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A sector is an industry or market sharing common characteristics [9]. Each of the stock 
simulations invested into sectors at different proportions. Examples of sectors are Healthcare, 
industrials, and technology. When creating a portfolio it is wise to diversify by investing into an 
assortment of sectors. This way risk is minimized when one sector does poorly because the other 
sectors will pick up slack.  However, some investors prefer to only invest in one sector. This 
sector must be a sector that the investor is very experienced in. This is a riskier strategy that a 
professional may use.  
Elliot Wave Theory: 
 
Figure 8.4 Elliot Wave Theory Sector Division 
The Eliot Wave Theory simulation displays the best diversification of all the simulations. 
The largest sector was Energy which made up 25% of the portfolio investments. The other 
sectors averaged 12.5% each. There were a total of seven sectors that were invested in.  
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The energy sector played the largest roll in Eliot Wave Theory simulation. The energy 
sector is a category of stocks that relate to producing or supplying energy. This sector includes 
companies involved in the exploration and development of oil or gas reserves, oil and gas 
drilling, or integrated power firms [10]. In general this sector will profit when there are high oil 
and gas prices. This was a good investment for the Elliot Wave Theory Simulation because oil 
prices are expected to rise when demand increases due to homeowners filling their oil tanks for 
the upcoming winter season.  
Trend Based Trading of a Diversified Portfolio: 
 
Figure 8.5 Trend Based Trading of a Diversified Portfolio Sector Division 
Trend Based Trading relied heavily on the Technology and Cyclical Consumer Goods 
and Services sectors. These two sectors comprised of 80% of the portfolio. The remaining 
investments were divided up into the Industrial and Technology sectors. This is the third most 
diversified simulation portfolio with a total of four sectors.   
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The Technology sector is a category of stocks relating to the research, development 
and/or distribution of technologically based goods and services. This sector contains businesses 
revolving around the manufacturing of electronics, creation of software, computers or products 
and services relating to information technology [11]. History has shown that the technology 
sector is very responsive to the market. The Sector has seen many high ups and downs, most 
notable the dot-com bubble.  
The Cyclical Consumer Goods and Services sector comprises of food processing, food 
harvesting, house hold item manufactures, and beverage makers. This is a very steady market 
since there will always be demand for food. It is unlikely to fluctuate which reduces risk and 
makes it a reliable long term investment.  
Simulation 2’s portfolio is not very diversified but is intelligently put together because it 
balances the risky technology sector with the predictable Cyclical Consumer Goods sector.    
Market Movers: 
 
Figure 8.6 Market Movers Sector Division 
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The Market Movers Simulation invested the largest in the Technology and healthcare 
sectors at 29% and 26% respectively. The remaining six sectors that this simulation invested in 
averaged around 7.5% each. This simulation covered eight sectors which was the most out of all 
the simulations.   
The Technology sector has already been covered with the last simulation. However, there 
is a significant point to be made unique to this simulation. This simulation was designed to be a 
high risk day trading and this corresponds to the higher risk and constantly moving technology 
sector.  
The Healthcare sector is a category of stocks relating to medical and healthcare goods or 
services. The healthcare sector includes hospital management firms, health maintenance 
organizations (HMOs), biotechnology and a variety of medical products [12]. This sector is very 
steady because there is always a demand, even in recessions. Also, it is a lucrative sector because 
demand for healthcare is going up as the population gets older.  
Long Term Seasonal and Swing Trading on Catalysts: 
 
Figure 8.7 Long Term and Swing Trading on Catalysts Sector Division 
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This simulation was the least diversified. It consisted of the Cyclical Consumer Goods 
and Services sector and the technology sector at 56% and 44% respectively. This simulation was 
not as diversified as the previous ones because it concentrated on preselected seasonal stocks that 
were related to retail sales for the pre-Christmas season. The other stocks were catalyst which 
came out of the Cyclical Consumer Goods and Services and the Technology sectors. Although it 
was planned that this simulation would not be very diversified by sectors, it would help minimize 
risk if its investments were spread over a larger range of sectors.    
In conclusion, the Elliot Wave Theory Portfolio exhibited the best diversification. This 
was followed by the Market Movers simulation which had the most sectors but they were not as 
evenly spread as in the Elliot Wave Theory. The third best was Trend Based Trading and the 
least diversified was Long Term Seasonal and Swing Trading on Catalysts. The rankings of 
sector diversification do not correspond with the most profitable simulations, but they do 
correspond with the long term risk of the simulations.  
 
8.3 Comparison of Simulation’s Resilience to Market Influences 
 
Government Shutdown 
Leading into October the United States Federal Government was unable to reach an 
agreement on the national budget. Congress was unable to vote in legislation that was 
responsible for the funding of the 2014 fiscal year. As a result, the government shut down on 
October 1st, 2013. For the ensuing couple of weeks, many government operations ceased, 
including but not limited to: national parks, websites, and various armed forces related activities. 
The shutdown ended on October 16th, 2013, but it did not go without consequence.  
115 
 
Due to many delays in government operations and funds, the stock market experienced 
some turmoil. As shown in the figure below, in the days following the shutdown, all three major 
indexes fell by as much as four percent. Notice however, over a three month span, all three 
indexes are doing rather well, up six to ten percent overall.   
 
Figure 8.8 Three Major Indexes over the span of the Simulations 
The market demonstrated its stability and cyclical nature during the shutdown, as most 
prices recovered during the second half of the shutdown. Another drop occurred though when the 
United States came one day away from defaulting on its debt. Defaulting would have caused 
quite a scare, since it would devalue the dollar significantly. It is clear investors were cautious 
and moved money in the market, with stocks like General Electric seeing its volume triple on the 
last day of the shutdown. 
In week three, Elliot Wave Theory, Long Term/Seasonal, and Trend Based Trading all 
experienced a local minimum return percentage. In addition, it was the only week that all three of 
those portfolios incurred a loss. This week coincided with the first week of the government 
shutdown. The only portfolio spared during this week was the Market Movers simulation. This 
simulation has a very low systematic risk and its transactions are all so quick that much of the 
risk incurred is simply dependent on the standard deviations of the stocks.  
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Surprisingly, the following week saw lucrative results for the three portfolios affected 
most by the shutdown. Elliot Wave Theory and Long Term/Seasonal ended up having absolute 
maximum returns for week four, and Trend Based had its highest return this week. Again, 
Market Movers showed its ability to break the trend of the market, and saw one of its lowest 
returns (although still positive). All in all, the upswing of the market in the second week of the 
shutdown essentially leveled out the consequences of the first week.  
Halloween Indicator 
Examining the weeks before and after Halloween, we can see returns increased 
significantly. 
  EW TBT Swing MM 
Weekly 
Return Average 
Before Oct. 31st 
.45% 1.37% .93% 9.50% 
Weekly 
Return Average 
After Oct. 31st 
.52% 12.93% .97% 21.00% 
 
Table 8.3-Returns before and after the government shutdown 
 
Elliot Wave and Long Term/Seasonal saw slight improvement in the Average Weekly Returns. 
However, Market Movers and Trend Based saw significant improvement in their numbers, 
jumping about ten percent a piece. Looking back at the market, the portfolios outperformed more 
on average after Halloween, so we can attribute much of the success to another influence. 
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Halloween in this case does not show a direct cause and effect relationship, but the numbers 
before and after show that there was an impact. 
Seasonal Stocks 
The holiday season often is more lucrative for retail and manufacturing companies. In 
winter months, many department stores begin to roll out sales and make larger gross profits. Two 
simulations, Long Term/Seasonal and Trend Based Trading, gave some focus to stocks that 
would be directly affected by the winter and holiday season. Both simulations saw success, 
reporting positive returns in the Cyclical Consumer Goods & Services sector.  
 
8.4 Active vs. Passive Trading Strategy Comparison 
 
This section will seek to explore the trading strategies executed by our research team in 
terms of their relevance and efficiency to Active/Passive trading strategies. What’s required to 
understand Active/Passive portfolio management is simply the amount of time that is spent 
making an investment and the amount of time that the investment is held for. So, for an example 
an active investment portfolio is something that is maintained by someone who is daily spending 
time researching and investing in companies. Whereas, a passive portfolio might be held by 
someone who is investing for retirement and makes one investment that he/she keeps for 20+ 
years.  
Unfortunately, due to the length of this simulation, it isn’t possible to report quantitative 
data for a good long-term comparison strategy, but we can make calculated projections for each 
of the data for a 20 year period to compare them. According to most sources, the attraction of 
active investment is actually just that, it’s an attraction. The actual returns that are consistent are 
made by the long-term investments. The fact of the matter is, markets are unpredictable. As was 
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discussed in the intro to this paper, there are many cycles to the market and so active trading is 
subject to the issues that are caused by the riskiness of an investment and the environment it is 
made in. In the same way though, risk and reward are absolutely correlated. The riskier the trade, 
the more money you stand to gain or lose by making it. It is by leveraging this that active traders 
stand to make their profits. The only problem is, because it’s risk/reward and not just reward, 
more often than not there is a significant setback to the investment that made the reward not 
worth the risk. Passive strategies are generally less risky, and as such generally are not inclined 
to great reward.  
When comparing active vs. passive portfolio management, one must consider not only 
just the amount of time it would take to manage such a portfolio, but the expense of doing so. 
While the cliché “time is money” is true, there is also the consideration of trading fees, 
management fees, and other associated costs with a portfolio that make an active portfolio much 
more expensive to manage than a passive one. Active management can account for any amount 
between 2-10% of the principal investment per year, whereas passive management on average 
only account for about 0.4% of a principal per year [14]. 
It pretty well understood by most full-time investors that active management is more 
risky than passive management. This can be easily seen by the risk-reward relationship in the 
following graphic. 
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Figure 8.9 Risk-Reward Relationship Graph 
 
In active management, investors tend to choose stocks and securities that will outperform 
the market, and would therefore concentrate their bets across relatively few stocks or securities. 
So naturally, if a bet is made on a stock or security that is wrong (or in essence underperforms 
the market,) due to the lack of diversification, losses are much more significant than in passive, 
diversified portfolios [14]. 
To compare our group’s portfolios, and in order to level the playing field, we will 
continue to extrapolate on the data we gathered for eight weeks and look at a 20-yr simulation 
with each portfolio. Obviously, no data extrapolation is entirely accurate, and for simplicity’s 
sake we will extrapolate linearly for the rest the 20-yr simulation. We are not taking into account 
some of the market cycles inherent to the US stock market to again keep with simplicity’s sake. 
By that method here are our results: 
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Figure 8.10 20 yr. Extrapolation Data 
As you can see, there is a bit of disparity in the data here. Unfortunately due to scaling 
and sizing issues, the simulation 2, and 3 graphs were trimmed to fit the scale of the other two. 
But if a real simulation were to have occurred, by most sources, the returns posted by these 
actively managed portfolios would be significantly reduced, and look more like that of 
simulations 1, and 4.  
In conclusion though, considering all of the risks and rewards of active vs. passive 
management, for the everyday investor a diversified portfolio that is left untouched for quite 
some time is usually the safest and most fruitful bet. 
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9 Conclusion  
We based our IQP around an eight-week stock market simulation that ran over two terms. 
The simulation portion was based on four types of portfolios: one that dealt with short term 
swing trading vs. day trading, the next that dealt with diversification of portfolios, the third 
which focused on market movers, and the final one that concentrated on long term seasonal and 
swing trading. The results culminated in a formal research report that analyzed different 
investment strategies and portfolio performances. Throughout the course of the paper, we 
touched on the history of the US stock market, which included special attention given to 
investment strategies and outside influences on the market. Since we had an unusually high 
number of group members in this project, each selected his own strategy for trading during the 
simulation, and we had a competition. Due to the length of the simulations, some portfolios were 
seen as wildly underperforming in the short term, but would ultimately win come a long term 
simulation with a length of about 20 years. 
Though simulation 3 won the competition between the portfolios, we must note that it 
became apparent that the length of the simulation was problematic in providing an accurate 
measurement of investment growth. As stated before, a length of about 20 years would be 
required to provide a competitive and accurate analysis on comparing all strategies to consider 
all variables such as: market cycles, long-term investment growth, and other outside factors that 
affect the stock market.  
After the first week of trading, it wasn’t readily apparent who was going to win the 
simulation, or rather, which portfolio was going to perform the best. We attribute this to human 
inexperience and error. The fact is, since none of us had ever traded before on a scale this size, 
we didn’t know what to expect, and quite frankly, our trading needed to change to better suit our 
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overall strategy. Due to a couple of unforeseen factors, like the government shutdown, the 
beginning portion of the simulation was rather hectic and sporadic for each portfolio. But as we 
honed in on our ideal candidates for stock selection that fit into our strategies, we saw greater 
gains in the latter half of the simulation, ultimately resulting in simulation 3 being the best 
performing candidate given the parameters of the simulation. 
After careful consideration, our group is ruling that simulation 3 is not a legitimate 
trading strategy to be depended upon during the simulation. During the first week, the portfolio 
posted record losses for our group due to poor stock selection and timing in the market. After the 
overnight strategy portion was developed, this strategy had an unfair advantage over the others 
due to the ability to see market shifts before the American markets opened. Of the three 
remaining strategies, number two performed remarkably the best, which was based on swing 
trading and diversification. 
At the end of the simulations, we felt like the knowledge and experience we gained from 
this project was important. Each group member personally spent a significant amount of time to 
research and analyze of the stocks in their portfolio, and we felt as though we enjoyed seeing 
each investment strategy be profitable, if only just barely. The experience from this project has 
provided us with a head start to become more intelligent investors with actual money in the 
future. We hope that those who read this report will gain knowledge about investing and be 
inspired to create their own stock portfolios.  
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